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'LJHVWLQJ'HPRFUDF\$-DSDQHVHUHFLSH

7KHUH LV QR WH[WERRN GHILQLWLRQ RI GHPRFUDF\ 7KH GHPRFUDWLF SUDFWLFH
JHQHUDOO\LVFRUQHUHGDQGFRQVWUDLQHGE\LQVWLWXWLRQDOVHWXSDQGWKHZKLPVDQG
ZLVKHV RI QDWLRQDO HOLWH VKURXGHG DQG HQWUHQFKHG LQ VHOIVHUYLQJ LGHRORJLHV
$OWKRXJK -DSDQPLJKW QRW EH WKH H[FHSWLRQ WR WKH QRUP WKHUH DUH VLJQV WKDW
GHPRFUDWLFSUDFWLFHLQWKH/DQGRIWKH5LVLQJ6XQE\LWVVFRSHDQGGHSWKLVIDU
PRUH PDWXUH DQG VRSKLVWLFDWHG WKDQ GHPRFUDF\ SUDFWLFHG LQ VRPH ZHVWHUQ
FRXQWULHV 6SHDNLQJ RQ WKH RFFDVLRQ RI D&RQIHUHQFH RQ'HPRFUDF\0DUNHW
(FRQRP\ DQG 'HYHORSPHQW LQ 6HRXO 6RXWK .RUHD )HEUXDU\  1REHO
/DXUHDWH $PDUW\D 6HQ 0DVWHU RI 7ULQLW\ &ROOHJH LQ &DPEULGJH 8. DQG
/DPRQW 8QLYHUVLW\ 3URIHVVRU (PHULWXV DW +DUYDUG 8QLYHUVLW\ RXWOLQHG D
FDWDORJXH RI FRQGLWLRQV WKDW D V\VWHP VKRXOG GLVSOD\ LQ RUGHU WR EH FDOOHG
GHPRFUDF\ DQG SURGXFH LWV HIIHFWLYHQHVV Ä)LUVW LW HQULFKHV LQGLYLGXDO OLYHV
WKURXJKPRUHIUHHGRPLQYROYLQJSROLWLFDODQGFLYLOULJKWV6HFRQGLWSURYLGHV
SROLWLFDOLQFHQWLYHVWRWKHUXOHUVWRUHVSRQGSRVLWLYHO\WRWKHQHHGVDQGGHPDQGV
RIWKHSHRSOH7KLUGWKHSURFHVVRIRSHQGLDORJXHVDQGGHEDWHVWKDWGHPRFUDF\
DOORZVDQGHQFRXUDJHVKHOSVLQWKHIRUPDWLRQRIYDOXHVDQGSULRULWLHVDQGWKLV
FRQVWUXFWLYHIXQFWLRQRIGHPRFUDF\FDQEHYHU\LPSRUWDQWIRUHTXLW\DQGMXVWLFH
DVZHOODVHIILFLHQF\´$OWKRXJKWKHUHDUHRFFDVLRQDOLQFLGHQWVWRWKHFRQWUDU\
-DSDQGRHVVHHPWRVDWLVI\WKHSUHUHTXLVLWHVODLGGRZQE\0U6HQ,WZRXOGEH
LQWHUHVWLQJ WR LQYHVWLJDWHDQGSXWDKLVWRULFDOSHUVSHFWLYHRQ WKHDFKLHYHPHQWV
RI WKH -DSDQHVH GHPRFUDF\ RQ WKH PDUFK DQG DVN RXUVHOYHV LI WKH -DSDQHVH
DGPLQLVWUDWLYHPRGHOKDVFRQWULEXWHGWRWKLVVXFFHVV
,QDSUHYLRXVVWXG\RQ-DSDQHVHGHPRFUDF\ ,KDG WKHRSSRUWXQLW\ WR VKRZ
KRZ WKH SUDFWLFH RI GHPRFUDF\ KDG HQWHUHG WKH HFRQRPLF VSKHUH DQG KRZ
LQGXVWULDO GHPRFUDF\ KDG EHFRPH SUHGRPLQDQW ,Q WKH SUHVHQW VWXG\ ZKDW ,
ZRXOG OLNH WR GR LV WR JR IXUWKHU VKRZLQJ RQ WKH RQH KDQG KRZ -DSDQHVH
GHPRFUDF\ WULHV WR QHXWUDOL]H WKH QHJDWLYH HIIHFWV RI LWV H[HUFLVH$QGRQ WKH
RWKHU KDQG , ZLOO WU\ WR VKRZ KRZ WKH -DSDQHVH GHPRFUDF\ KDV FKDQJHG LWV
SULRULWLHV WR SURGXFH VRFLDO DQG HFRQRPLF HIILFLHQF\:KDWZHZLOO UHDOL]H LV
WKDW-DSDQHVHGHPRFUDF\GLYHUJHVIURPWKH(XURSHDQRU$PHULFDQWUDGLWLRQVLQ
µGHPRFUDWL]LQJ¶ WKH H[HFXWLRQ RI JRYHUQPHQW SROLF\ ,W LV QRW µWKH SHRSOH
GHFLGH WKURXJK SDUOLDPHQW DQG WKH JRYHUQPHQW H[HFXWHV¶ ,Q WKH -DSDQHVH
FRQWH[WLWLVPRUHLQWKHOLQHRIµWKH*RYHUQPHQWGHFLGHVZLWKWKHSDUWLFLSDWLRQ

7KLVLVDQH[WHQGHGYHUVLRQRIDSDSHUGHOLYHUHGDWDGRFWRUDOFRQIHUHQFHRUJDQL]HGE\WKH
DXWKRU DQG WKH'HSDUWPHQW RI0RGHUQ DQG&RQWHPSRUDU\+LVWRU\ (/7( /RUiQG
(|WY|V8QLYHUVLW\%XGDSHVW
 $PDUW\D 6(1 7KH 9DOXH RI 'HPRFUDF\ SXEOLVKHG RQOLQH E\ 7KH :RUOG %DQN
:DVKLQJWRQ 6XPPHU  85/ KWWSZZZZRUOGEDQNRUJGHYRXWUHDFKVXPPHU
DUWLFOHDVS"LG 
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RI WKH 3DUOLDPHQW DQG WKH SHRSOH RU WKH VXEQDWLRQDO HQWLWLHV H[HFXWH¶ 7KLV
SURFHVVZDVQRWWKHUHVXOWRI WKHFRQVWLWXWLRQEXWWKHUHVXOWRIPRUHWKDQILIW\
\HDUVRIFRQWLQXRXVDGDSWDWLRQDQGFRQVROLGDWLRQZKHUH-DSDQJRHVEH\RQGWKH
QRUPDWLYHIRUPRIGHPRFUDF\WRJLYHLWDWUXHPHDQLQJ
7KH DERYHPHQWLRQHG FKDQJH RI UROHV XQOHDVKHVPDQ\PRUH TXHVWLRQV RQ
WKHQDWXUHRIGHPRFUDF\LQJHQHUDODQGLWVSUDFWLFHLQSDUWLFXODU7KHTXHVWLRQ
WKDWZHKDYHWRDVNRXUVHOYHVLVWKDWVKRXOGRQHUHVWULFWGHPRFUDF\RQO\WRWKH
SROLWLFDOVSKHUHIRULWWREHFRQVLGHUHGDVVXFK"+RZDUHZHWRPDNHGHPRFUDF\
WUXO\UHSUHVHQWDWLYHIRULWWREHUHDOO\HIIHFWLYH",VGHPRFUDF\DERXWFKRRVLQJD
µJRYHUQLQJHOLWH¶RULVLWDERXWPDNLQJVSHFLILFVRFLDODQGHFRQRPLFGHFLVLRQVD
VXUYH\RIWKHSHRSOHVSUHIHUHQFHV"2UTXLWHVLPSO\ZKDWLVGHPRFUDF\"6KRXOG
SDUOLDPHQW EH JLYHQ WRWDO VRYHUHLJQW\" 'RHV WKH SULQFLSOH RI µUXOHE\
FRQVHQVXV¶ JHQHUDOO\ SUDFWLFHG LQ -DSDQ FRUUXSW WKH QRWLRQ RI SDUOLDPHQWDU\
GHPRFUDF\" 7KHVH DUH VRPH RI WKH YHU\ LPSRUWDQW TXHVWLRQV WKH -DSDQHVH
PRGHORIGHPRFUDWLFSUDFWLFHSURYRNHVDQGWULHVWRJLYHDQVZHUVWR
:KDW,SURSRVHWRGR LV WRGLYLGHWKHSUHVHQWVWXG\ LQWRWKUHHSDUWV ,Q WKH
ILUVWSDUW,ZRXOGOLNHWRIRFXVRQWKHZD\WKH-DSDQHVHDSSURDFKWRXQLYHUVDO
GHPRFUDF\KDVSURFHHGHGWRQHXWUDOL]HWKHQHJDWLYHHIIHFWVRIGHPRFUDWL]DWLRQ
WKDWRQHWHQGVWRZLWQHVVHGLQWKHLQLWLDOVWDJHVRILPSOHPHQWDWLRQLQDFRXQWU\
WKDWLVQRWDFTXDLQWHGZLWKDGHPRFUDWLFWUDGLWLRQRIJRYHUQPHQW,QWKLVSDUWZH
ZLOO WU\ WR VHHKRZ WKH-DSDQHVH WUDGLWLRQ WULHV WRZHHGRXW FRQIOLFW IURP WKH
SROLWLFDODUHQDWRUHSODFHLWZLWKFRQVWUXFWLYHGHEDWHWRSURPRWHWKHVRFLDODQG
HFRQRPLFZHOIDUH RI WKH -DSDQHVH1DWLRQ ,Q WKH VHFRQGSDUWZHZLOO WU\ VHH
KRZWKHSULQFLSOHDQGHVVHQFHRIGHPRFUDF\LVLQWHJUDWHGLQWRWKHGDLO\OLIHRI
WKHRUGLQDU\-DSDQHVHVXEMHFWE\WKHVWUXFWXUHSROLF\H[HFXWLRQ,QRWKHUZRUGV
KRZ SROLF\ LPSOHPHQWDWLRQ LV GHPRFUDWL]HG KRZ HFRQRPLF VRFLDO GHFLVLRQV
DQGRUGHULVPDLQWDLQHGE\WKHµVXEMHFW¶DVRSSRVHGWRWKHµJRYHUQPHQW¶,QWKH
WKLUG DQG ILQDO SDUW , ZRXOG OLNH WR GHPRQVWUDWH WKH IDFW WKDW E\ JLYLQJ
GHPRFUDF\EDFN WR WKHSHRSOH WKH-DSDQHVHPRGHORIGHPRFUDF\GRHV LQGHHG
PDNHLWHIILFLHQWDQGHFRQRPLFDOO\DIIRUGDEOHE\JUHDWO\UHGXFLQJWKHFRVWVRI
LWV RYHUDOO IXQFWLRQLQJ WR WKH VRFLHW\ 2QH VKRXOG QRW IRUJHW WKDW LQ VRPH
FRQWH[WVDQG LQ VRPHFRXQWULHVGHPRFUDF\ LQGXFHVVXFKDKLJK OHYHORIFRVWV
WKDWLWEDQNUXSWVWKHZKROHVRFLHW\
7RGD\ PRGHUQ -DSDQ PLJKW EH FRQVLGHUHG DQ HWKQLFDOO\ KRPRJHQRXV
VRFLHW\%XW WKLVGRHVQRW UHPRYHXV IURP WKH IDFW WKDWFLYLOZDU PRUH WKDQ
 \HDUV RI LW FRQIOLFW DQG YLROHQFH ZHUH HQGHPLF WR -DSDQ DQG -DSDQHVH
VRFLHW\ULJKWXSWRWKHV8QIRUWXQDWHO\HWKQLFXQLIRUPLW\GRHVQRWDOZD\V
PHDQ HFRQRPLF RU VRFLDO HTXDOLW\ QRW FRXQWLQJ RQ WKH RGG PRPHQWV RI
LUUDWLRQDOEHKDYLRUWKDWKXPDQNLQG LVSODJXHGZLWK7KHHVWDEOLVKPHQWRIWKH
0HLMLFRQVWLWXWLRQDQGWKHUHVXOWLQJÄ7DLVKRGHPRFUDF\´VKRZHGWKDWWKHZD\

 7KLV VWDWHPHQW LV VRPHWLPHV TXHVWLRQHG E\ WKH LQKDELWDQWV RI2NLQDZD LVODQGZKLFK LV
VFDWWHUHG D WKRXVDQG NLORPHWUHV RU PRUH IURP WKH FDSLWDO7RN\R %XW WKH RYHUDOO VHQVH RI
EHORQJLQJWRRQH-DSDQHVHQDWLRQLVQRWTXHVWLRQHG
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WRSOXUDOGHPRFUDF\FDQEHORQJDQGWHGLRXVVRPHWLPHVHYHQKD]DUGRXVDVLW
ZDVLQWKHFDVHRI-DSDQ7KHVDQGVVKRZHGWKH-DSDQHVHHOLWHWKH
GHILFLHQFLHVRIGHPRFUDF\DVWKHFRXQWU\ZDVJUDSSOHGZLWKSROLWLFDO LQWULJXH
DVVDVVLQDWLRQV DQG XQEULGOHG PLOLWDULVP 7KH SUREOHP ZLWK -DSDQ¶V ILUVW
H[SHULPHQWZLWKOLEHUDOGHPRFUDF\ZDVWKDWSRZHUZDVVWLOOFRQFHQWUDWHGZLWK
WKH(PSHURU<RXWKHUHIRUHKDYHDVLWXDWLRQZKHUHSHRSOHDUHPLVWDNHQO\OHGWR
EHOLHYH WKDW SROLWLFDO SDUWLHV FDQ LPSURYH WKH OLYHOLKRRGV RI WKH DYHUDJH
-DSDQHVH %XW DV WKH (PSHURU¶V LQQHU FLUFOH RQO\ DOORZHG D OLPLWHG VSDFH RI
DFWLRQIRUWKHHOHFWHGUHSUHVHQWDWLYHVSHRSOHVKLJKKRSHVFRXOGQRWEHVDWLVILHG
'LVVDWLVIDFWLRQDQGGLVPD\OHDGWRUDGLFDOLVP7KHKLJKVHDVRQRIWKHUDGLFDOLVP
ZDVPDUNHGE\ÄWKHIDPRXVLQFLGHQW´RI0D\ZKHQDEDQGRIH[WUHPLVW
\RXQJQDYDRIILFHUVPXUGHUHGWKHHOGHUO\3UHPLHU7VX\RVKL,QXNDLZKLOHDJURXS
RI LQVXUJHQW SHDVDQWVPDGH DQ DERUWLYH HIIRUW WR FXW RII 7RN\R¶V HOHFWULF SRZHU
VXSSO\ DV DGHPRQVWUDWLRQ DJDLQVW WKH VXIIHULQJV LQ WKH UXUDO GLVWULFWV:LWK WKLV
NLQGRIDVLWXDWLRQZKDWZHUHDOL]HLVWKDWWKHDGYHQWRIGHPRFUDF\ZLWKLWVQHZ
H[SUHVVLRQ RI OHJLWLPDF\ UHOHJDWHV SUHYLRXV VWUXFWXUHV RI DXWKRULW\ DQG
UHVSRQVLELOLW\WRDOHVVHUUROHLQVRFLHW\,IGHPRFUDF\GRHVQRWIXOILOOLWVREMHFWLYH
UROH WKHQ VRFLHW\ GHFRPSRVHVZLWKXQIRUHVHHDEOH FRQVHTXHQFHV7KHFKHFNV DQG
EDODQFHVSURYLGHGE\WKH0HLML&RQVWLWXWLRQSURYHGLQDGHTXDWHDQGLQVXIILFLHQWWR
VKHOYH-DSDQDZD\IURPZDUDQGFRQVHTXHQWSROLWLFDOWXUPRLODQGHYHQHFRQRPLF
UXLQ7KHUHZHUHYHU\IHZIRUXPVZKHUHSROLWLFDOWHQVLRQFRXOGEHµVLSKRQHG¶RII
7KHQHZSRVWZDUOHDGHUVKLSQHHGHGWRUHDSSUDLVHWKHUROHRIGHPRFUDF\DQGLWV
DGDSWDWLRQWRWKH-DSDQHVHFRQWH[W
$W WKH HQG RI WKH 6HFRQG :RUOG :DU IRU -DSDQ WKH WKHQ 0LQLVWHU IRU
)RUHLJQ$IIDLUV<RVKLGD6KLJHUXVHQWDOHWWHUWRKLVVXERUGLQDWHLQWKH0LQLVWU\
RI )RUHLJQ $IIDLUV .XUXVX 6DEXUR LQ ZKLFK KH ZULWHV WKH IROORZLQJÄ7KDW
ZKLFK KDG WR SDVV KDV DW ODVW FRPH WR SDVV´ DGGLQJ WKDW -DSDQ IUHH IURP
PLOLWDULVPZRXOG VHHÄWUDQVSDUHQF\ SROLWLFV DQG DQ XSOLIWLQJ RI WKH SHRSOH
V
PRUDOV´0HDQZKLOHKHDOVRJLYHVYHQWWRKLVORQJVWDQGLQJIHHOLQJVWRZDUGWKH
PLOLWDU\ DQG WKH JHQGDUPH NHQSHLWDLZULWLQJÄ, FDQ JORDW D ELW RYHU WKHLU
GRZQIDOODQGWHOOWKHP,WVHUYHV\RXULJKW´7KLVFRQFOXGLQJVHQWHQFHVKRZV
KRZ PXFK <RVKLGD ZDV UHOLHYHG XSRQ WKH HQG RI WKH ZDU DQG KRZ KH ZDV
KRSHIXO IRU D GLIIHUHQW NLQG RI IXWXUH D IXWXUH ZLWKRXW LQWHUQDO DQG H[WHUQDO
FRQIOLFWVIRUKLVSHRSOH
7KH VDPH YLVLRQ GRPLQDWHG RIILFHUV LQ WKH -DSDQHVH1DY\$FFRUGLQJ WR D
VWXG\FRQGXFWHGE\-.*DOEUDLWKIRUWKH$PHULFDQDGPLQLVWUDWLRQÄ5HDU$GP

:LOOLDP+HQU\&+$0%(5/,1-DSDQRYHU$VLDSXEOLVKHGE\'XFNZRUWK/RQGRQ
 1RWH WKH VR FDOOHG )HEUXDU\  HYHQWV ZKLFK OHDG WR WKH DVVDVVLQDWLRQ RI WKH )LQDQFH
0LQLVWHU.RUHNL\R7DNDKDVKL
,ELG
 /HWWHU IURP<RVKLGD 6KLJHUX WR.XUXVX 6DEXUR $XJXVW  6KRZD  3DSHUV RI
+$5$'$ .XPDR  1DWLRQDO 'LHW /LEUDU\ 7RN\R 85/
KWWSZZZQGOJRMSPRGHUQHFKDGHVFULSWLRQKWPOF
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6RLFKL 7DNDJL ZKR ZDV DWWDFKHG WR WKH PLQLVWHULDO VHFUHWDULDW RI WKH 1DYDO
*HQHUDO6WDIIPDGHDVWXG\EHWZHHQ6HSWHPEHUDQG)HEUXDU\RI
WKHZDU
VEDWWOH OHVVRQXS WR WKDW WLPH+HFRQFOXGHG WKDW-DSDQFRXOGQRWZLQ
DQGYHUEDOO\SUHVHQWHGKLVILQGLQJVLQ0DUFKWR$GPLUDO0LWVXPDVD<RQDL
DQG 9LFH $GP 6HLEL ,QRX\H 7DNDJL
V VWXG\ LQWHUHVWLQJO\ HQRXJK ZDV
XQGHUWDNHQDWWKHHQGRIWKHVHFRQG\HDURIWKHZDUWKHWLPHEH\RQGZKLFKWKH
-DSDQHVH1DY\
VWRSFRPPDQGKDGHVWLPDWHGEHIRUHKRVWLOLWLHV-DSDQFRXOGQRW
ILJKWDVXFFHVVIXOZDU´7KLVZDVSURPSWO\UHOD\HG WRWKH0LQLVWU\RI)RUHLJQ
$IIDLUV ZKLFK E\ DXWXPQ  KDG DOVR FRQVLGHUHG YHU\ SUREDEOH WKDW -DSDQ
ZRXOGEHGHIHDWHGDQGZHQWRQWRSUHSDULQJFRQFUHWHSODQVRIKRZ-DSDQVKRXOG
EH µUHHQJLQHHUHG¶ DV D FRXQWU\ 7KLV SDUWO\PHDQW JRLQJ EDFN WR WKH HVVHQWLDO
HOHPHQWRIWKH-DSDQHVHSROLWLFDOJHRJUDSK\WKHQRWLRQRIFRPPXQLW\
$VWKHUHQRZQHG$PHULFDQUHSRUWHU:LOOLDP+HQU\&KDPEHUOLQRQFHSXWLW
Ä1R FRXQWU\ LW VHHPV VDIH WR VD\ KDV DGYDQFHG VR IDU LQWR WKH WZHQWLHWK
FHQWXU\ZKLOHUHWDLQLQJVRPXFKWKDWEHORQJVWRWKHILIWHHQWKRUWRWKHWHQWKRU
WRHYHQHDUOLHUSHULRGVRIKXPDQKLVWRU\´8QOLNHVRPHRI WKHRWKHUPRGHUQ
QDWLRQVWDWHV WKH -DSDQHVH SROLWLFDO V\VWHP KDV HYROYHG E\ DQ RXWULJKW
UHFRJQLWLRQWKDWÄFRPPXQLW\´SUHH[LVWVWKHÄQDWLRQVWDWH´$QGLWLVJHQHUDOO\
WUXHWKDWDVRQHSROLWLFDOVFLHQWLVWSXWVLWÄRQHRIWKHPRVWSRZHUIXOVRXUFHVRI
PDQ¶VSROLWLFDOOR\DOW\DQGDFWLRQKDVDOZD\VEHHQKLVVHQVHRIDWWDFKPHQWWRD
UHJLRQ RU D FRPPXQLW\ :KHQ KH LGHQWLILHV KLPVHOI YHU\ FORVHO\ ZLWK WKH
LQWHUHVWVRIDSDUWLFXODUDUHDRUDSDUWLFXODUJURXSRISHRSOHWRWKHSRLQWZKHUH
KLVOLIHFHDVHVWRKDYHDQ\UHDOLPSRUWDQFHRWKHUWKDQZLWKLQWKDWFRQWH[WWKHQ
KH PD\ EH SUHSDUHG LI QHFHVVDU\ WR GLH WR GHIHQG WKRVH LQWHUHVWV´ )RU WKH
UHDVRQVRIHFRQRPLFYLDELOLW\DQGSHDFHIXOFRH[LVWHQFHDWDSRLQW LQKLVWRU\
FRPPXQLWLHVZLOOIXOO\ FRPH WRJHWKHU WREXLOGDQDWLRQVWDWH DQG WKLVZDV WKH
FDVHRI-DSDQDVDQDWLRQVWDWHHVSHFLDOO\DIWHUWKH6HFRQG:RUOG:DU
,IRQHDFFHSWVWKHIXQGDPHQWDOWUXWKWKDWVRFLRHFRQRPLFRUGHULVSDUWO\WKH
UHVXOWRIWHVWHGWUDGLWLRQDQGPRUDOLW\ZKLFKGHYHORSHGRYHUDORQJSHULRGWKXV
JLYLQJ WRWDO VRYHUHLJQW\ WRRQH VLQJOHERG\ OLNH WKHSDUOLDPHQWEHFRPHVYHU\
DQDFKURQLVWLF 0\ DVVHUWLRQ LV WKDW LQ WKH FRQWH[W WKDW SDUOLDPHQW RU WKH
QDWLRQDOOHJLVODWXUHGRQRWKDYHWKHPRQRSRO\RQWKHJHQHUDWLRQRIVRFLDODQG
HFRQRPLF RUGHU WKHUH LV QR UHDVRQ ZK\ LW WKH QDWLRQDO SDUOLDPHQW VKRXOG
HQMR\DPRQRSRO\RYHUWKHSULQFLSOHRIVRYHUHLJQW\7KHVRRQHURQHUHFRJQL]HV
WKLV IDFW WKH EHWWHU RQH ZRXOG EH SUHSDUHG WR XQGHUVWDQG WKH -DSDQHVH
µSDUWLFXODULW\¶LQWKHGHYHORSPHQWRIGHPRFUDF\7KH-DSDQHVHV\VWHPVHHPVWR
KDYHWDNHQDORQJDGYDQFHRQWKHUHVWRIWKHVRFDOOHGµPRGHUQ¶GHPRFUDFLHV

-.*$/%5$,7+7KH8QLWHG6WDWHV6WUDWHJLF%RPELQJ6XUYH\-DSDQ
V6WUXJJOHWR(QG
WKH:DUSXEOLVKHGE\86*RYHUQPHQW3ULQWLQJ2IILFH:DVKLQJWRQ'&
&+$0%(5/,1
0-&9,/(3ROLWLFVLQWKH86$7KLUG(GLWLRQ+XWFKLQVRQ/RQGRQ
 0LFKDHO++$57/DZ /LEHUW\ DQG0RUDOLW\ 6WDQIRUG8QLYHUVLW\ 3UHVV  HGLWLRQ


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
7KHRWKHUUHODWHGSUREOHPZLWKSDUOLDPHQWDU\GHPRFUDF\LQLWVUXGLPHQWDU\
IRUP LV WKDW LW LV LQVWUXPHQWDOLVHG E\ µQDWLRQEXLOGLQJ¶ PRYHPHQWV $V VXFK
WKLVPLJKWQRWEHDFDWDVWURSKHLILWZHUHQRWIRUWKHVLGHHIIHFWV:KDWQDWLRQ
EXLOGLQJ GRHV LV WR VWUHDPOLQH ORFDO DQG LQGLYLGXDO VRYHUHLJQW\ WKURXJK D
GHPRFUDWLF SURFHVV DQG IL[ QDWLRQDO REMHFWLYHV+LVWRULDQV VRPHWLPHVPDNH D
PLVWDNH E\ RYHUHPSKDVL]LQJ WKH SRVVLEOH µIDFWRU¶ RI GLVLQWHJUDWLQJ HPSLUHV
DQGEUHDNXSRIPRQROLWKLFNLQJGRPVZKLFKOHGWRWKHFUHDWLRQRIWKHQDWLRQ
VWDWHVLQ(XURSHDQGODWHURQLQWKHUHVWRIWKHZRUOG2QH6FDQGLQDYLDQVWXG\
FDPHXS ZLWK WKH IROORZLQJ VWDWHPHQW Ä6HYHUDO VFKRODUV KDYH DQDO\]HG WKH
SURFHVV RI GHPRFUDWL]DWLRQ RI (XURSHDQ FRXQWULHV DV FORVHO\ UHODWHG WR WKH
HPHUJHQFHRIQDWLRQVWDWHV7KHUHSODFHPHQWRI WUDGLWLRQDOUXOH LQHPSLUHVE\
JRYHUQPHQW E\ QDWLRQVWDWHV DFFRUGLQJ WR WKH SULQFLSOH RI µRQH SHRSOHRQH
VWDWH¶ ZDV FRQGXFLYH WR YLFWRU\ RI GHPRFUDF\ DOWKRXJK ERWK IDVFLVP DQG
FRPPXQLVPVFRUHGWHPSRUDU\VXFFHVVHVZKHQWUDGLWLRQDOUXOHZDVDEDQGRQHG
LQ(XURSH«,QWKHQHZZRUOGWKHGHPDQGIRUGHPRFUDF\ZHQWKDQGLQKDQG
ZLWKDJURZLQJQDWLRQDOFRQVFLRXVQHVVDVFRORQLDOSRZHUZDVGLVPDQWOHG´
+LVWRULDQVVRPHWLPHV LQDGYHUWHQWO\SURPRWH LGHDV WKDWDUHLQFRQIRUPLW\ZLWK
QDWLRQDOHQGHDYRUVEXWZLWKRXWKLVWRULF IRXQGDWLRQVVLQFH WKH\ IDLO WRH[SODLQ
WKH UHDVRQV ZK\ LQ VR PDQ\ RI WKHVH FRXQWULHV FLYLO ZDUV EUHDNRXW DOPRVW
LPPHGLDWHO\DIWHUWKHGHFODUDWLRQRILQGHSHQGHQFHIURPWKHLUFRORQLDOPDVWHUV
$V , KDG WKH RSSRUWXQLW\ WR LOOXVWUDWH LQ D FRQIHUHQFH KHOG 'HEUHFHQ
+XQJDU\KLVWRULDQVZRXOGVHUYHWKHSXUSRVHRIKLVWRU\EHWWHUE\DVVHVVLQJWKH
UHDO IRUFHV EHKLQG WKH XVH RI GHPRFUDF\ E\ WKH QDWLRQEXLOGLQJ PRYHPHQWV
'HPRFUDF\ EHJLQV DV D V\VWHPZKLFK KHUDOGV WKH DGYHQW RI WKHÄUXOH E\ WKH
PDMRULW\´$QG IRU WKLV UHDVRQ LQLWLDOO\ LW UHSUHVHQWHGD IRUPRI UHYROXWLRQDU\
LGHRORJ\ VLQFH LWSURYLGHGDFKDQFH IRU WKHRSSUHVVHGXQGHUFODVVHV WR DWWDLQ
SROLWLFDOHPDQFLSDWLRQ%XWDVVRRQDVWKHÄ:HVWPLQVWHU´VW\OHRIDJJUHJDWLRQ
DQG VHJUHJDWLRQ EHJLQV DOO KRSHV HYDSRUDWHG EHFDXVH WKH VR FDOOHG
ÄSURFHGXUHV´ SROLWLFDO SDUWLHV VHOHFWLRQ RI OHDGHUV WKH IDFWLRQV DQG WKH
DULWKPHWLFRIFRDOLWLRQSROLWLFVZHHGRXWSRSXODUZLOOWRWUDQVIRUPGHPRFUDF\
LQWR D µGXPEGXFN¶ DW WKHEHVW6LQFHPRUH WKDQKDOI D FHQWXU\ RI FLYLOZDUV
XSULVLQJVPDQPDGH HFRQRPLF DQG HQYLURQPHQWDO GLVDVWHUV WKHUH LV RQH WKLQJ
WKDWDOZD\VSRSV WR IURQW± WKHVWUXJJOHRI WKHFRPPXQLW\DJDLQVW WKHQDWLRQ
VWDWH:HDOO OD\PDQ LQWHOOHFWXDO KLVWRULDQ HWFDOZD\V IRUJHWRUXQGHUYDOXH
WKHIDFWWKDWGHPRFUDF\LVDERXWSHRSOHDERXWUHDOFRPPXQLWLHV$VVXFKWKH
IDUWKHU DZD\ ZH WDNH GHPRFUDF\ IURP FRPPXQLWLHV WKH PRUH HVWUDQJHG LW
EHFRPHVDQGWKXVOHVVHIIHFWLYHLQVROYLQJVRFLDODQGHFRQRPLFSUREOHPV
7KLVLVDPLVWDNHWKDW-DSDQFRXOGQRWFRPPLWDJDLQ'XULQJWKHILUVWSHULRG
EHIRUH WKH 6HFRQG:RUOG:DU QDWLRQEXLOGLQJ ZDV VXFNLQJ WKH KDP RXW RI
FRPPXQLWLHV2QHRI WKHPDLQ FKDUDFWHULVWLFRI WKHÄ7DLVKRGHPRFUDF\´ZDV

 6YDQWH (56621 -DQ(ULN /$1('HPRFUDF\ $ &RPSDUDWLYH $SSURDFK SXEOLVKHG E\
5RXWOHGJH/RQGRQ

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SROLWLFV IRU WKH VDNH RI SROLWLFV OHDGLQJ WR D KLJK OHYHO RI LQVWDELOLW\ ZKLFK
RYHUIORZHG IURP SDUOLDPHQW LQWR WKH VWUHHWV :KDW ZDV ZRUVH ZDV WKDW WKLV
LQVWDELOLW\ ZDV WDNHQ WR WKH IDFWRU\ IORRU ULVNLQJ WKH VXUYLYDO RI ZKROH
VHFWLRQVRIWKHSRSXODWLRQ$VLIWRVHUYHDVDUHPLQGHUWKHLQLWLDO\HDUVRIUXOH
XQGHU WKH $OOLHG )RUFHV XQGHU WKH OHDGHUVKLS RI 6XSUHPH &RPPDQGHU *HQ
0DFDUWKXU ZDV FORVH WR EHFRPLQJ D UHSHDW RI WKH Ä7DLVKR GHPRFUDF\´
$FFRUGLQJWR3URIHVVRU)XNXWDNHÄ,QWKHLPPHGLDWHSRVWZDUSHULRG-DSDQJRW
RIWRDSDUDGR[LFDOVWDUWLQLWVQHZFDUHHUGHPRFUDF\ZDVWDNHQDVWKHYRLFHRI
DXWKRULW\«3RVWZDU-DSDQEHFDPHDNLQGRIWHVWEHGIRUGHPRFUDF\´:LWK
DOO LW¶V JRRG LQWHQWLRQV WKH 2FFXSDWLRQ DXWKRULWLHV SUHVVHG WKH -DSDQHVH
JRYHUQPHQW WR OHJLVODWH WKH 7UDGH 8QLRQ /DZ RI 'HFHPEHU  ZKLFK
JXDUDQWHHGWKHULJKWWRRUJDQL]HDQGWREDUJDLQFROOHFWLYHO\DQGUHFRJQL]HGWKH
ULJKW WR VWULNH7KH UHVXOWRI WKLV OHJLVODWLRQZDVDQH[SORVLRQRIXQLRQL]DWLRQ
DQG WUDGH XQLRQ DFWLYLW\ ,Q )HEUXDU\  WKHUHZHUH  XQLRQV UHJLVWHUHG
ZLWKD WRWDOPHPEHUVKLSRI%\-XO\ WKHQXPEHURI XQLRQVKDG
VKRWXSWRZLWKDPHPEHUVKLS$PRQJWKLVULVHWKHSXEOLF
VHFWRUUHSUHVHQWHGWKHOLRQVKDUHRIXQLRQPHPEHUVKLS±E\WKHHQG
RI7KHVWDJHZDVVHWIRULGHRORJLFDOEULQNPDQVKLS
7KLV ZDV DFFRPSDQLHG E\ DQ H[SORVLRQ LQ SROLWLFDO DIILOLDWLRQ $OWKRXJK
IURPRXWVLGHLWPLJKWEHSHUFHLYHGWKDWWKH8QLWHG6WDWHVDQGLWVDOOLHVE\WKH
µ3RWVGDPGHFODUDWLRQ¶LPSRVHGDQHZGHPRFUDWLFSROLWLFDOV\VWHPRQ-DSDQLW
VKRXOGEHQRWHG WKDWDELJFKXQNRI WKH-DSDQHVHHOLWHDQG WKH RYHUZKHOPLQJ
PDMRULW\ RI LWV SHRSOHZHUH SHUVXDGHG E\ WKH QHFHVVLW\ RI GHPRFUDWL]LQJ WKH
FRXQWU\%XWDW WKHVDPHWLPH WKRVH-DSDQHVHVWDWHVPDQWKDWKDG WUDYHOWR WKH
:HVWDQGKDGFRPHLQWRFRQWDFWZLWK WKHIXQFWLRQLQJRIZHVWHUQGHPRFUDFLHV
ZHUH DZDUH RI WKH GDQJHUV WKDW LW FRXOG LQVWLOO LQ DQ HFRQRPLFDOO\ IUDJLOH
FRXQWU\ OLNH -DSDQ 7KH LQWURGXFWLRQ RI WKLV QHZ ZDYH RI GHPRFUDWL]DWLRQ
PHDQWWKDWROGDQGIRUJRWWHQGLYLVLRQVLQWKH-DSDQHVHVRFLHW\ZHUHERXQGWRUH
HPHUJHDQGGHVWDELOL]HWKHFRXQWU\3ROLWLFDODQGVRFLDOLQVWDELOLW\ZDVWKHODVW
WKLQJWKDW-DSDQQHHGHGDIWHUDGHYDVWDWLQJZDU7RUHEXLOGWKHFRXQWU\IURPWKH
UXEEOHVQHHGHGORQJWHUPSODQQLQJ6RPHWLPHVLQWURGXFLQJGHPRFUDF\FDQEH
UHODWLYHO\VLPSOHEXWPDQDJLQJWKHFRVWVWKDWGHPRFUDF\FDXVHVDUHQRWVRHDV\
VR-DSDQQHHGHGWRWDNHXUJHQWDQGGHFLVLYHVWHSVWRFRQVWUXFWDSROLWLFDOV\VWHP
WKDW ZRXOG QRW RYHUEXUGHQ LWV HFRQRPLF VWUXFWXUH 7KH HQG UHVXOW ZDV D
GHPRFUDF\ZLWKWKHWUDGLWLRQDO-DSDQHVHSUHIHUHQFHIRUSROLWLFDOVWDELOLW\
7KHLQJHQXLW\RIWKH-DSDQHVHSROLWLFDOV\VWHPLVWKDWERWKV\VWHPVFRKDELW
DQG DUH XVHG DOWHUQDWLYHO\ DV EHVW VXLWHG IRU WKH HIIHFWLYH H[HUFLVH RI SRZHU
)URPDKLVWRULDQ¶VSHUVSHFWLYHWUDFNLQJGRZQWKHSDWWHUQRISROLWLFDOSRZHUDQG

&+$0%(5/,1
 7DGDVKL )8.87$.( 7KH -DSDQHVH 6RFLDO 6WUXFWXUH ± ,WV (YROXWLRQ LQ WKH 0RGHUQ
&HQWXU\SXEOLVKHGE\8QLYHUVLW\RI7RN\R3UHVV7RN\R
 6KLJHWR 76858 -DSDQ¶V FDSLWDOLVP ± FUHDWLYH GHIHDW DQG EH\RQG SXEOLVKHG E\
&DPEULGJH8QLYHUVLW\3UHVV&DPEULGJH

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WKHZD\LQZKLFKLWLVH[HUFLVHGEHFRPHVFRPSOH[DQGWUDGLWLRQDOPHWKRGVRI
VWXG\LQJJRYHUQPHQWDQGSDUOLDPHQWDU\GRFXPHQWVLVLQVXIILFLHQWWRDVVHVVWKH
ZKROHSLFWXUH2QHRIWKHUHDVRQVIRUWKLVLVQRWWKDWWKHSROLWLFDOLQVWLWXWLRQVGR
QRWIXOO\SOD\WKHLUIXQFWLRQLWLVPRUHWKDWWKH\DUHUHTXLUHGWRSOD\DPDUJLQDO
UROH LQ WKHÄVRFLRHFRQRPLF´ V\VWHP DV ZKROH:KR SOD\V ZKDW UROH DQG WR
ZKDWH[WHQWVRPHKLVWRULDQVFRQFOXGHGZDVGHFLGHGZKHQWKHVRFDOOHGÄ
6\VWHP´ZDVSXW WRJHWKHU7KHUH VHHPV WREH VRPHJURXQG WR WKLV VLQFH YHU\
LPSRUWDQWLIQRWUDGLFDOFKDQJHVWRRNSODFHLQWKH\HDU
7KHSUHOXGH WRWKHV\VWHPEHJDQ LQ2FWREHUZKHQWKH OHIWDQG
WKHULJKWZLQJVRIWKH-DSDQ6RFLDOLVW3DUW\-63PHUJHGDQGLQWKHIROORZLQJ
PRQWKWKHWZRPDLQFRQVHUYDWLYHSDUWLHVWKH'HPRFUDWLF3DUW\DQGWKH/LEHUDO
3DUW\DOVRPHUJHG WRIRUPWKH/LEHUDO'HPRFUDWLF3DUW\/'37KLVPDUNHG
WKHIRXQGLQJRIWKHV\VWHP7KHUDWLRQDOHIRUWKHPHUJHUVZDVDERYHDOO
WKH GHVLUH IRU SROLWLFDO SRZHU DQG FRQWURO RI WKH JRYHUQPHQW 7KH 6RFLDOLVW
3DUW\ ZKLFK KDG VSOLQWHUHG RYHU WKH  6DQ )UDQFLVFR 3HDFH 7UHDW\ KDG
LQFUHDVHGLWV'LHWVWUHQJWKLQWKHVXFFHVVLYHHOHFWLRQVRIDQG
DQG WKH DGYDQFH RI WKH OHIW ZLQJ ZDV SDUWLFXODUO\ QRWHZRUWK\ ,Q WKH VSULQJ
HOHFWLRQERWKZLQJVFDPSDLJQHGRQDSODWIRUPSURPLVLQJDPHUJHULQWKH
QHDU IXWXUH 7KH 'LHW VWUHQJWK RI WKH FRQVHUYDWLYHV RQ WKH RWKHU KDQG NHSW
VKULQNLQJ LQ WKH HOHFWLRQ DIWHU HOHFWLRQ DQG WKH 'HPRFUDWLF 3DUW\ WKDW KDG
RUJDQLVHG WKH +DWR\DPD FDELQHW IHOO IDU VKRUW RI D PDMRULW\ LQ  7KH
FRQVHUYDWLYHVZHUH UHVROYHG WRPHUJH LQ RUGHU WR EXLOG D VWDEOH FRQVHUYDWLYH
JRYHUQPHQWDQGLQUHVSRQVHWRWKH6RFLDOLVWV¶PHUJHU7KHPHUJHUVZLWKLQWKH
WZR FDPSV KRZHYHU ZHUH DOVR EURXJKW DERXW E\ VWURQJ H[WHUQDO SUHVVXUHV
IURP ERWK LQVLGH DQG RXWVLGH 6RK\R WKH ODERXU IHGHUDWLRQ FUHDWHG E\ WKH
RFFXSDWLRQDXWKRULW\KDGWXUQHGVKDUSO\OHIWDQGUDGLFDOZLWKWKHFRPLQJRIWKH
.RUHDQ:DUDWWKDWWLPHLWZDVGLUHFWLQJDODUJHVFDOHODERXUFDPSDLJQDJDLQVW
ÄUDWLRQDOL]DWLRQ´ ERWK LQ WKH SULYDWH DQG VHFWRU LQFOXGLQJ ODUJHVFDOH
UHVWUXFWXULQJ LQ EXUHDXFUDWLF DSSDUDWXV RI WKH FRXQWU\:LWKRXW 6RK\R¶V WRWDO
HQGRUVHPHQWDQGSURPLVHRILWVILQDQFLDOPLJKWWKHVRFLDOLVWOHIWZLQJFRXOGQRW
KDYHH[SDQGHGDVLWGLG$QGDVPDQ\EHOLHYHZLWKRXWLWVQHJDWLYHSUHVVXUHWKH
-63ZRXOGQRWKDYHFRPHWRJHWKHUDJDLQ
2QHRIWKHPDLQLIQRWWKHSULQFLSOHUHDVRQVZK\WKHOHIWJDWKHUHGVWUHQJWK
ZDVWKDWLWVWDUWHGWRSURPLVHDµSURJUHVVLYH¶VRFLDOGHPRFUDWLFVRFLHW\LQZKLFK
LQGLYLGXDO IUHHGRPV ZRXOG WDNH D FHQWUDO SODFH LQ WKH V\VWHP $V 3URIHVVRU
6KLJHWR 7VXUX H[SODLQV Ä$ SURSLWLRXV RFFDVLRQ FDPH LQ  WKURXJK WKH
FRPLQJ LQWR SRZHU RI WKH 6RFLDOLVW 3DUW\ DOWKRXJK LQ FRDOLWLRQ ZLWK WZR
FRQVHUYDWLYHSDUWLHV7KLVJRYHUQPHQWKHDGHGE\7HWVX.DWD\DPDDVRFLDOLVW
DVZHOODVD&KULVWLDQZDVIXOO\VXSSRUWHGE\*HQHUDO0DF$UWKXUDQGVWDUWHG
LWV DFWLYLWLHV ZLWK D IDLU DPRXQW RI DPELWLRQ SXEOLVKLQJ WKH )LUVW (FRQRPLF

-XQQRVXNH0$680,7KH6\VWHPLQ-DSDQDQG,WV6XEVHTXHQW'HYHORSPHQW$VLDQ
6XUYH\9RO1R0DU


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

:KLWH3DSHUZKLFKSOD\HGDQHQOLJKWHQLQJUROHLQLPSUHVVLQJXSRQSXEOLFWKH
QHHG IRU SURJUHVVLYHPHDVXUHV LQ WKH HFRQRPLF VSKHUH 7KH JRYHUQPHQW DOVR
SURSRVHGWKHQDWLRQDOL]DWLRQRIFRDOPLQHVDQGWKHHQDEOLQJODZZDVHQDFWHG
VXEVHTXHQWO\LQ'HFHPEHUZLWKDWKUHH\HDUWLPHOLPLW´7UDQVODWHGLQWR
HFRQRPLFSROLF\WKLVZRXOGPHDQDZHOIDUHV\VWHPWKDWZRXOGPDNH-DSDQDQ
LPSRUWLQJFRXQWU\WKDQDSUHGRPLQDQWO\H[SRUWLQJFRXQWU\WKDW LWQHHGVWREH
2Q WKH ORQJWHUP LI DSSOLHG .DWD\DPD¶V HFRQRPLF SROLFLHV ZRXOG KDYH
FUHDWHGILVFDOLPEDODQFHVPDNLQJ-DSDQDQHWERUURZLQJFRXQWU\
$OWKRXJK WKH µ)LUVW(FRQRPLF:KLWH3DSHU¶PLJKWKDYHEHHQDKRWSRWDWR
ZLWK WKHZDUVWULFNHQ-DSDQHVHYRWHU LWZDVQRWJRLQJ WREHSRSXODUZLWK WKH
-DSDQHVHEXVLQHVVHVDQGWKHPDMRULW\RIWKHFRQVHUYDWLYHV,WLVDOVRLPSRUWDQW
WRSRLQWRXWWKDWRXWVLGH-DSDQWKH$PHULFDQDXWKRULWLHV LQ:DVKLQJWRQ'&
ZHUHZRUULHGWKDWE\FUHDWLQJDZHDNHFRQRP\LQWKH1RUWK(DVWFRUQHURI$VLD
WKH\ZRXOGIDFLOLWDWHWKHRQVODXJKWRIFRPPXQLVP2QHVKRXOGQRWIRUJHWWKDW
EHIRUHWKHHPHUJHQFHRIDUHG35&WKH8QLWHG6WDWHVKRSHGWKDW&KLQD
ZRXOGEHLWVPDLQDOO\EXWKRSHVZHUHGDVKHGE\DYLFWRULRXV0DR=HGRQJ,Q
VSLWH RI DOO WKHZDU WLPH ELWWHUQHVV IHOW E\ ERWK VLGHV WKH IDWH RI86 IRUHLJQ
SROLF\LQ1RUWK(DVW3DFLILFUHJLRQKLQJHGXSRQDQHFRQRPLFDOO\EHOHDJXHUHG
-DSDQ,WZDVYLWDOO\LPSRUWDQWIRUWKH8QLWHG6WDWHVWKDW-DSDQEHFRPHVDVKRZ
FDVH IRU ERWK $PHULFDQVW\OHG OLEHUDO GHPRFUDF\ DFFRPSDQLHG LQYDULDEO\ D
FDSLWDOLVWHFRQRPLFV\VWHP:KDWLVPRUHWKHEURWKRIWKH.RUHDQFRQIOLFWDOVR
SRLQWHGRXWWKHVWUDWHJLFLPSRUWDQFHRI-DSDQLQWHUPVRIORJLVWLFDOEDFNXS
7KHLQLWLDOLGHDOLVPGLVSOD\HGE\*HQHUDO0DFDUWKXUZDVVRRQVZHSWDZD\E\
FROGZDUUHDOLVP7KHODVW\HDUVRIWKH2FFXSDWLRQDO$XWKRULWLHVZHUHPDUNHGE\
KHDY\KDQGHGQHVVDJDLQVWWKRVHGHPRFUDWLFLQVWLWXWLRQVZKLFKWKH\HDUOLHULPSRVHG
RQ-DSDQ:KHQ0DF$UWKXUUHIXVHGWRFRPSO\ZLWKWKHGLUHFWLYHVRIWKH5DOSK
<RXQJ UHSRUW IRU HFRQRPLF VWDELOLVDWLRQRI -DSDQ WKH1DWLRQDO 6HFXULW\&RXQFLO
GLUHFWLYH RI WKH VRFDOOHG Ä1LQH3RLQW 3URJUDPPH´ RI 'HFHPEHU  ZDV
GLVSDWFKHG DORQJZLWK'HWURLW EDQNHU -RVHSK'RGJH LQ )HEUXDU\ +HZDV
JLYHQWKHUDQNRIPLQLVWHUDQGDVDSHUVRQDOUHSUHVHQWDWLYHRI3UHVLGHQW7UXPDQ
'RGJHGLVWULEXWHGD UHSRUW IURP WKH$&- WRKLV VWDII WKDWGHQRXQFHG6&$3DVD
ÄEXUHDXFUDWLF LQHIILFLHQW GLFWDWRULDO YLQGLFWLYH DQG DW WLPHV FRUUXSW´
RUJDQL]DWLRQ ,W DFFXVHG 0DF$UWKXU DQG KLV VWDII RI GHVWUR\LQJ WKH ÄYHU\
LQGLYLGXDOVDQGFODVVHV´ZKR VXSSRUWHG WKH8QLWHG6WDWHV LQ WKH FROGZDUZKLOH
JLYLQJ&RPPXQLVWV IUHH UHLQ 7KH=DLEDWVX PRQRSROLHV UHIRUP SURJUDPZDV
QRWRQO\DEUXSWO\VWRSSHGEXW WKH\ZHUHDOORZHGWRUHFRQVWLWXWH WKHPVHOYHV7KH

6KLJHWR76858RSFLW
6KLJHWR76858-DSDQ¶V&DSLWDOLVPFUHDWLYHGHIHDWDQGEH\RQG&DPEULGJH8QLYHUVLW\
3UHVV&DQWR(GLWLRQ
0LFKDHO6&+$//(5$OWHUHG6WDWHV7KH8QLWHG6WDWHVDQG-DSDQ6LQFHWKH2FFXSDWLRQ
2[IRUG8QLYHUVLW\ 3UHVV  FKDSWHU RQH GRZQORDGHG IURP KWWSVHDUFK"T 
FDFKHNY=JYF+V-ZZZQ\WLPHVFRPERRNVILUVWVVFKDOOHUVWDWHVKWPO-DPHV/HH
.DXIIPDQDQG-DSDQ	KO KX	JO KX	FW FOQN	FG UHWULHYHGRQ

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

FLUFXPVWDQFHVLQZKLFKWKHÄ6\VWHP´FDPHDUHYHU\EOXUUHGDQGVKURXGHGLQ
P\VWHU\2QO\ QRZ DOPRVW  \HDUV DIWHU LWV FUHDWLRQ KLVWRULDQV DUH FRPLQJ WR
JULSV ZLWK ZKDW KDSSHQHG WKHQ %XW WKH IXOO SLFWXUH ZK\ VXFK GLYHUVH VHW RI
LQWHUHVWVDUUD\HGWKHPVHOYHVDQGIRUZKDWSXUSRVH
7KH VLWXDWLRQ LQ  ZDV WKH UHPQDQWV RI WKH 0HLML DGPLQLVWUDWLRQ ZDV
ODQGHGZLWKWZRYHU\GHOLFDWHFKDOOHQJHVERWKWRZKLFKWKH\ZRXOGDSSO\WKHLU
RZQZHOOH[SHULPHQWHGPHWKRGRORJ\2QRQHVLGHWKHµRFFXS\LQJ¶DXWKRULWLHV
ZDVDVNLQJWKH-DSDQHVHHOLWHWREROVWHUWKHLGHRORJ\RIµOLEHUDOGHPRFUDF\¶DQG
RQWKHRWKHUVLGHSURGXFHDQHFRQRPLFPLUDFOHWREDFNXSWKHHDUOLHUPHQWLRQHG
LGHRORJLFDOWKUXVW)URPWKHSDUWRIWKH-DSDQHVHDV,PHQWLRQHGHDUOLHUWKHUH
ZDVQRGRXEW WKDWGHPRFUDF\ZDV WKHEHVW WKLQJIRU WKH-DSDQHVHSHRSOH%XW
WKH TXHVWLRQ ZDV KRZ GRHV RQH SXW WRJHWKHU DPRGHUQ DQG ZHOO IXQFWLRQLQJ
HFRQRP\ ZLWKRXW WKH KDS KD]DUGV UHIHUULQJ WR LWV HDUOLHU H[SHULHQFHV WKDW
GHPRFUDF\VHHPVWRSURGXFH7KH-DSDQHVHIURPWKHWUDQVLWLRQDGPLQLVWUDWLRQ
FRPHXS ZLWK D VLPSOH EXW JHQXLQH V\VWHP RI FHOOXODU GHYHORSPHQW RI
GHPRFUDF\ZKHUH LGHRORJLFDOGHEDWH LQRQHSDUWLFXODU FHOO GRHV QRWXSVHW WKH
UHVWRIWKHFHOOXODUIDEULFRIWKH-DSDQHVHVRFLHW\DVDZKROH,QVWHDGGHPRFUDF\
LVSRVLWLYHO\DSSOLHGWRUHGXFHFRQIOLFWLQVRFLHW\DQGPRUHLPSRUWDQWO\UHGXFH
HFRQRPLFLQHTXDOLWLHV
(YHQWKHKLJKHVWDQGWKHPRVWLPSRUWDQWIRUWKHÄSROLV´±SROLWLFDODFWLYLW\
ZDV QHDWO\ WDLORUHG WR EHFRPH D µFHOOXODU FRPPXQLW\¶ 3URIHVVRU 7DGDVKL
)XNXWDNHRIWKH8QLYHUVLW\RI7RN\RFDPHXSZLWKWKHIROORZLQJH[SODQDWLRQ
ZKLFK VHUYHV RXU SXUSRVH ZHOO Ä(YHQ LI IDUPLQJ ZDV PDLQO\ D V\VWHP RI
SULYDWHIDPLO\SURGXFWLRQWKHH[LVWHQFHRIUHVRXUFHVRYHUZKLFKWKHFRPPXQLW\
KDG D PRQRSRO\ PDGH VXSSOHPHQWDWLRQ RI LQGLYLGXDO E\ FRRSHUDWLYH HIIRUW
QHFHVVDU\ ,W LV LQ WKDW VHQVHRQH FDQ VSHDNRI -DSDQHVHYLOODJHV HYHQ LQ WKH
PRGHUQ SHULRG DV JHQXLQHO\ YLOODJH ÄFRPPXQLWLHV´ RI D FRUSRUDWH NLQG´
$IWHU D SHULRG RI HQKDQFHG LQGXVWULDOL]DWLRQ DQG XUEDQL]DWLRQ -DSDQ ZDV IDU
IURP EHLQJ DQ DJUDULDQ VRFLHW\ EXW WKH FRPPXQLW\ FRQFHSW RI WKH -DSDQHVH
VRFLHW\SUHYDLOHG,WFRXOGQRWEHFRQVLGHUHGÄPDVV´VRFLHW\DVLQWKHZHVWHUQ
KHPLVSKHUH7KHUHDVRQIRUWKLVLVWKDWWKHÄFRPPXQLW\´FRQFHSWZDVUHFUHDWHG
ZKHUHQHHGHGWRDYRLGFKDRVDQGYRLG
,Q  WKLV FRPPXQLW\ FRQFHSW EHFDPH D IXQGDPHQWDO QHFHVVLW\ WR WKH
UHDUUDQJHPHQW RI WKH -DSDQHVH SROLWLFDO ODQGVFDSH 5DWKHU WKDQ EHFRPH D
GRPLQDQW SROLWLFDO SDUW\ RI DQ RUGLQDU\ NLQG WKH QHZO\ IRUPHG /LEHUDO
'HPRFUDWLF3DUW\/'3EHFRPHVWKHOHDGLQJSROLWLFDOFRPPXQLW\ZKRVHPDLQ
SXUSRVHZRXOGEHWRSURYLGHWKHFRXQWU\ZLWKSROLWLFDOVWDELOLW\ZLWKRXWZKLFK
ORQJ WHUP HFRQRPLF SODQQLQJ ZRXOG EH LPSRVVLEOH 6LPSO\ SXW WKLV QHZ
FRPPXQLW\LQVWUXPHQWFDOOHGWKH/'3LVHQWUXVWHGE\DPLVVLRQWRPDQDJHDQ\
SROLWLFDOFRQIOLFWWKDWPLJKWDULVH

 7DGDVKL )8.87$.( 7KH -DSDQHVH 6RFLDO 6WUXFWXUH ± ,WV (YROXWLRQ LQ WKH 0RGHUQ
&HQWXU\SXEOLVKHGE\8QLYHUVLW\RI7RN\R3UHVV7RN\R


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
7KHVWUXFWXUHDQGRUJDQL]DWLRQRIWKH/'3JLYHVPDQ\FOXHVWKDWKHOSXVWR
XQGHUVWDQGWKHWUXHPLVVLRQLWLVEXUGHQHGZLWK7KHPRVWVWULNLQJIHDWXUHRIWKH
/'3LVLWVµIDFWLRQ¶V\VWHP:LWKLQWKHSDUW\WKHUHDUHSROLWLFDOIRUPDWLRQVDQG
SROLWLFDO LQWHUHVW JURXSV ZKLFK VHW WKHPVHOYHV XS DV IDFWLRQV ZLWK
RUJDQL]DWLRQDODQGILQDQFLDOUHVRXUFHVZKLFKDUHVROHO\GHVWLQHGWRWKHIDFWLRQ
$Q\ZKHUH HOVH LQ WKH ZRUOG WKHVH IDFWLRQV ZRXOG EH WHUPHG DV µSROLWLFDO
SDUWLHV¶EXWQRWLQ-DSDQDQGHVSHFLDOO\QRWLQWKH/'37KLVIDFWLRQV\VWHPLV
IXUWKHU HQIRUFHG E\ DQ HOHFWRUDO V\VWHP ZKHUH µPXOWLUHSUHVHQWDWLYH¶
FRQVWLWXHQFLHVH[LVW7KLVPHDQVWKDWWKH/'3FDQVRPHWLPHVKDYHILYHRUPRUH
FDQGLGDWHV DOO IURP GLIIHUHQW IDFWLRQV FRQWHVWLQJ DORQJ ZLWK DOO WKH RWKHU
µRSSRVLWLRQ¶SDUWLHV
2QFH HOHFWHG WKH GHEDWHV DQG QHJDWLRQV WR HOHFW D QHZ OHDGHU RI WKH/'3
WDNHSODFHEHWZHHQWKHVHIDFWLRQV8VXDOO\WKHOHDGHURIDIDFWLRQWKDWVXFFHHGV
LQ DPDVVLQJ WKH VXSSRUW RI RWKHU IDFWLRQV EHFRPHV WKH KHDG RI WKH/'3 DQG
HYHQWXDOO\WKH3ULPH0LQLVWHURIWKHQDWLRQ,QDFRXQWU\OLNH%ULWDLQWKLVZRXOG
PHDQWKDWWKHQHZO\HOHFWHG3ULPH0LQLVWHUFDQIUHHO\FKRRVHWKHPHPEHUVRI
KLVFDELQHWDQGZRXOGYHVWHGZLWKSRZHUVWRSURSRVHSROLF\IRUDSSURYDOE\WKH
QDWLRQDOSDUOLDPHQWDQGHYHQWXDOO\LPSOHPHQWWKHDSSURYHGSROLF\
,Q WKH QDWLRQDO'LHW WKH -DSDQHVH3DUOLDPHQW HYHU\ SUHFLRXVPLQXWH RI D
3ULPH0LQLVWHU¶VPRYHPHQWRUDFWLRQLVFDUHIXOO\REVHUYHGDQGVFUXWLQL]HGE\
WKH'LHWDQGE\GHIDXOWE\WKH/'3WRWKHSRLQWWKDWH[HFXWLYHSRZHULVHURGHG
DQG OHIW WR D V\PEROLF PLQLPXP )URP RXWVLGH DQG DIDU WKLV PLJKW VHHP
DZNZDUG DQG LQHIILFLHQW ZD\ RI FRQGXFW WKH EXVLQHVV RI SDUOLDPHQWDU\
GHPRFUDF\%XWRQHVKRXOGQRWIRUJHWWKDWLQ-DSDQZHDUHWDNLQJDERXWFHOOXODU
FRPPXQLWLHV DQG QRW µPDVV¶ FLWL]HQU\ )URP WKLV SHUVSHFWLYH WKH SROLWLFDO
V\VWHPLQJHQHUDODQGWKH/'3LQSDUWLFXODUIXOILOO WKHGHPRFUDWLFIXQFWLRQE\
FRQYH\LQJ DQG FRQVROLGDWLQJ SDUWLFXODU FRPPXQLW\ LQWHUHVWV LQ WKH RYHUDOO
QDWLRQDOLQWHUHVWVWKDWDUHSXWIRUZDUG
&RQIOLFWIHHGVXSRQHPELWWHUHGJURXSVRUFRPPXQLWLHVWKDWIHHOWKDWDUHOHIW
RXWRUDUHIDLOHGWREHLQWHJUDWHGLQWRWKHRYHUDOOSURFHVV,Q-DSDQLWLVWKHGXW\
RI WKHUHSUHVHQWDWLYHV WRFROOHFWDQGFROODWH WKHVHSDUWLFXODULWLHV WR WKHKLJKHVW
OHJLVODWLYHERG\WKH'LHW7KHSROLWLFDOFDUHHURIH[3ULPH0LQLVWHU7DQDNDLVD
JRRG LOOXVWUDWLRQ RI WKH SURFHVV DQG ILWV ZHOO WKH LOOXVWUDWLRQ , ZRXOG OLNH WR
PDNH,QDWWKHDJHRI7DQDNDEHFDPHDPHPEHURIWKHQDWLRQDO'LHW
XQGHUWKHEDQQHURIWKH'HPRFUDWLF3DUW\KHDGHGE\+LWRVKL$VKLGDÄ$VDQHZ
PHPEHURIWKH+RXVHRI5HSUHVHQWDWLYHV7DQDND
VORZVWDWXUHZDVFRQILUPHG
ZKHQ KH ZDV JLYHQ WZR YHU\ PLQRU SRVWV 2QH ZDV RQ WKH &RPPLWWHH IRU
&RQVWUXFWLRQDQGWKHRWKHUZDVRQWKH&RPPLWWHHWR5HVHDUFK8QIDLU3URSHUW\
7UDQVDFWLRQV +H KRSHG WR VHFXUH D PHQWRU DQG EUHDN LQWR WKH IUDWHUQLW\ RI
HOLWHV E\ MRLQLQJ WKH VXESDUW\ IDFWLRQ RI IRUPHU 3ULPH 0LQLVWHU .LMXUR

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
6KLGHKDUD $OZD\V LQ QHHG RI PRQH\ 6KLGHKDUD DFFHSWHG KLP´ 7DQDND
FRQVHTXHQWO\ EHFDPH UHVSRQVLEOH IRU WKH ILQDQFHV RI 6KLGHKDUD IDFWLRQ
ZKLFKFDOOHGLWVHOIWKH'RVKL&OXE7ZRPRQWKVDIWHU$VKLGDEHFDPH3ULPH
0LQLVWHU WKH'RVKL&OXE MRLQHG WKH<RVKLGD+DWR\DPD .RGDPD /LEHUDO
3DUW\ ,W ZDV D WLPHO\ DOOLDQFH $ORQJ ZLWK RWKHU GHIHFWRUV SDUW\ FKLHIV
GHFLGHGWRUHRUJDQL]HLQWRWKH'HPRFUDWLF/LEHUDO3DUW\'/3ZLWK6KLJHUX
<RVKLGDDVLWVSUHVLGHQW7DQDNDEHFDPHPDQDJHUIRUHOHFWLRQFDPSDLJQVRI
WKH SDUW\ 7DQDND KDG FDXJKW <RVKLGD
V DWWHQWLRQ E\ FRPSLOLQJ D GHWDLOHG
GLVWULFWE\GLVWULFWSROLWLFDOPDS7KHPDSLPSUHVVHG<RVKLGDEHFDXVHRILWV
FRPSUHKHQVLYH FRPSLODWLRQRIHDFKSDUW\PHPEHU
V FRQQHFWLRQV VRXUFHRI
ILQDQFLDO VXSSRUW DQG IDPLO\ WLHV ,W ZDV YDOXDEOH LQWHOOLJHQFH WKDW
GHPRQVWUDWHG7DQDND
V WDOHQW IRURUJDQL]DWLRQ DQGSROLWLFDOPDQHXYHULQJ
<RVKLGD UHZDUGHG 7DQDND IRU KLV KHOS E\ DSSRLQWLQJ KLP DV WKH QDWLRQ
V
\RXQJHVW9LFH0LQLVWHURI-XVWLFH%XWWKHÄ1DJDRND5DLOURDG´LQFLGHQWLQ
ZDVVRRQWRVKRZ7DQDND¶VSROLWLFDOEULOOLDQFH
,Q WKHPLGGOHRI WKH6DQWR DUHDRI7DQDND
V7KLUG'LVWULFW IDFHGD
FULVLV7KH UDLOZD\ WKDW OLQNHG WKH6DQWR DUHD WR WKH FLW\RI1DJDRNDDQG WR
7RN\R ZDV DOPRVW EDQNUXSW 1DWLRQDO LQIODWLRQ KDG PDGH WKH FRVW RI FRDO
SURKLELWLYHDQGZLWKRXWFRDOWKH\FRXOGQ
WRSHUDWHWKHLUVWHDP WUDLQ:LWKRXW
WKH WUDLQ 6DQWR IDUPHUV FRXOGQ
W JHW WKHLU FURSV WRPDUNHW HFRQRPLFDOO\ ,I
WKH\ FRXOGQ
W SURILW IURP WKHLU FURSV WKH\ FRXOGQ
W SXUFKDVH FKHPLFDO
IHUWLOL]HUV ,I WKH\ FRXOGQ
W JHW IHUWLOL]HUV WKH\ FRXOGQ
W IDUP DQG LI WKH\
FRXOGQ
WIDUPWKHHQWLUH6DQWRUHJLRQIDFHGUXLQ%\'HFHPEHU7DQDND
KDG VXFFHHGHG LQ FRQVWUXFWLQJ D QHZ HOHFWULF OLQH+H DFKLHYHG WKLV DOPRVW
XQDFKLHYDEOHGHHGE\PRELOL]LQJUDLOZRUNHUVIDUPLQJFRPPXQLW\DQGEDQNV
WKDWZHUHZLOOLQJWRULVNFDSLWDO%\WKHVXFFHVVIXOFRPSOHWLRQRIWKHUDLOURDG
7DQDNDDFKLHYHGWKHVWDWXVRIQDWLRQDOKHURDQGD\RXQJSROLWLFLDQZKRFRXOG
DFKLHYHPLUDFOHVIRUFRPPRQSHRSOH
7DQDND DOVR LQFUHDVHG WKH SRWHQWLDO RI ORFDO SROLWLFLDQV ZKR DUH LQ WRXFK
ZLWK WKH HOHFWRUDO EDVH ,Q WKLV FRQWH[W EHLQJ HOHFWHG RU UHHOHFWHG PHDQV
VROYLQJ SUREOHPV DQG SURGXFLQJ WDQJLEOH UHVXOWV DW WKH ORFDO OHYHO Ä,Q
WUDGLWLRQDOO\DXWRFUDWLF-DSDQQRERG\KDGHYHUVHHQDQ\WKLQJOLNHLW&RPPRQ
SHRSOHXVXDOO\H[FOXGHGIURPWKHQRUPDOFRXUVHRIEDFNURRPSRZHUEURNHUDJH
SXWWRJHWKHUÄ7DQDNDSLFQLFV´Ä7DQDND&XSEDVHEDOOJDPHV´Ä7DQDND&XS
ILVKLQJ FRQWHVWV´ DQG RWKHU JUDVVURRWV IXQGUDLVLQJ DFWLYLWLHV XQLTXH WR WKH
SROLWLFDO ODQGVFDSH )RU 7DQDND WKH 1DJDRND SURMHFW ZDV DQ H\HRSHQLQJ

 6WHYHQ +81=,.(5 DQG ,NXUR .$0,085$.DNXHL 7DQDND$ SROLWLFDO ELRJUDSK\ RI
PRGHUQ-DSDQ&KDSWHU'RZQORDGHGIURPKWWSZZZUFULQFFRPWDQDNDFKKWPOGDWHRI
UHWULHYDO
,ELG
 6WHYHQ +81=,.(5 DQG ,NXUR .$0,085$.DNXHL 7DQDND$ SROLWLFDO ELRJUDSK\ RI
PRGHUQ-DSDQ&KDSWHU'RZQORDGHGIURPKWWSZZZUFULQFFRPWDQDNDFKKWPOGDWHRI
UHWULHYDO

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
H[SHULHQFH+HHDVLO\ZRQUHHOHFWLRQWRKLVWKLUGWHUPSODFLQJILUVWDERYHDOO
RWKHUV JDUQHULQJ VXSSRUW IURP IDUPHUV WHDFKHUV ODERU DQG EXVLQHVV´
7DQDND VXFFHHGHG LQ FXWWLQJ DFURVV FODVV DQG LQFRPH EDVHG JURXSV %HLQJ
ZRUNLQJ FODVV DQG YRWLQJ /'3 ZDV QR ORQJHU DEQRUPDO LQ VKRUW KH ZDV
ZRUNLQJIRUWKHLQWHUHVWVRIWKHHQWLUHFRPPXQLW\
7KLVZDVDOVRILQDQFLDOO\VHOIVXSSRUWLQJ5XUDOFRPPXQLW\LQV-DSDQ
PHDQW LQIUDVWUXFWXUH GHYHORSPHQW DQG LQ PDQ\ LQVWDQFHV ORFDO VXSSRUW
GHSHQGHG XSRQ WKLV $ JRRG H[DPSOH RI WKLV SURFHGXUH LV WKH7DGDPL5LYHU
3URMHFW $W WKH KHDUW RI WKH V\VWHP LVZLQQLQJ D SURMHFW RI FRQVLGHUDEOH VL]H
ZLWKILQDQFLDOVXSSRUWFRPLQJIURPWKHFHQWUDOJRYHUQPHQWÄ2QFHXQGHUZD\
WKH7DGDPL5LYHU3URMHFWJDYHELUWKWRDYDVWDUUD\RIFRQVWUXFWLRQDQGVXSSRUW
LQGXVWULHV WKDW KHOSHG GHYHORS WKH HDVWHUQ VHFWLRQ RI WKH 7KLUG 'LVWULFW DQG
SURYLGHG D QHZ VRXUFH RI VXSSRUWHUV IRU 7DQDND DQG (WVX]DQNDL 7DQDND¶V
SROLWLFDO RUJDQLVDWLRQ´ 7DQDND¶V SHUVRQDO FRPSDQLHV GHDOLQJ LQ
WUDQVSRUWDWLRQDQGJUDYHOPDGHKXJHSURILWV*UDWHIXOFLWL]HQVRIWKHUHJLRQDOVR
SURYLGHG GRQDWLRQV DQG ILQDQFLDO VXSSRUW WR KLV SROLWLFDO RUJDQLVDWLRQ ±
(WVX]DQNL7KH7DGDPL5LYHU3URMHFWKDGRWKHUSLWIDOOVGRZQWKHOLQHÄ)HGHUDO
PRQH\ IRU UHFODPDWLRQ RI XQSURGXFWLYH WHUUDLQ ZDV DOORFDWHG LQ DQ HIIRUW WR
GHFUHDVHGHSHQGHQFHRQIRUHLJQJRRGVDQGVHUYLFHV7DQDND
VSRVLWLRQRQWKH
&RPPHUFH DQG ,QGXVWU\ &RPPLWWHH JDYH KLP DQ LQVLGH WUDFN RQ DYDLODEOH
IXQGV(WVX]DQNDL IRXQG7DQDNDDSURMHFWDORQJ WKH8RQR5LYHU 7KHSURMHFW
ZDV  DFUHV RI XQXVHG ODQG SHUIHFW IRU FRQYHUVLRQ LQWR ULFH ILHOGV 7KH
ZRUN EHJDQDW RQFH DQGZDV ILQLVKHG LQ MXVW ILYH \HDUV ,WZDV D EUHDGDQG
EXWWHUDFFRPSOLVKPHQWWKDWHQGHDUHGKLPWRWKHIDPLOLHVDORQJWKHULYHU´%\
EULQJLQJLUULJDWLRQIDFLOLWLHVWRGULHGDUHDVEURXJKWWDQJLEOHORQJWHUPEHQHILWV
WR WKH ORFDO FRPPXQLW\ $QG LQ H[FKDQJH 7DQDND FRXOG FRXQW RQ ORQJ WHUP
VXSSRUW RI WKH FRPPXQLW\ FRQFHUQHG 7KH &KDLUPDQ RI WKH 'HPRFUDWLF
6RFLDOLVW3DUW\RI-DSDQ7RPLLFKL0XUD\DPDFU\VWDOOL]HG7DQDND
VLPSDFWRQ
KLVWRU\ ZKHQ KH VDLG Ä.DNXHL 7DQDND UHSUHVHQWHG SRVWZDU FRQVHUYDWLYH
SROLWLFLDQV´Ä+HZDVWKHV\PERORIOLJKWDQGVKDGHLQSRVWZDU-DSDQ´
)RU RXU SXUSRVH LQ GHILQLQJ WKH DGPLQLVWUDWLYH DQG GHPRFUDWLF V\VWHP RI
-DSDQ7DQDND¶VLPSHWXVFRXOGPHDQWZRWKLQJV:KDWHYHUWKHQDWLRQDOHOLWH¶V
GHVLJQDWHGSXUSRVHPLJKWKDYHEHHQLPPHGLDWHO\DIWHUWKHZDU±QDPHO\WKDWRI
HQKDQFLQJ WKH OLYHOLKRRG RI WKH -DSDQHVH SRSXODWLRQ RU OD\LQJ WKH IXWXUH
IRXQGDWLRQV IRU WKH -DSDQHVH HFRQRPLF H[SDQVLRQ±7DQDNDPDGH WKH LGHDRI
UHSUHVHQWDWLYHGHPRFUDF\ORRNEHQHILFLDOWRERWKWKHYRWHUVDQGWKHUXOLQJHOLWH
([3ULPH0LQLVWHU<DVXKLUR1DNDVRQHVDLGÄ7DQDNDSLRQHHUHGDQHZW\SHRI

,ELG
,ELG
,ELG
 6WHYHQ +81=,.(5 DQG ,NXUR .$0,085$.DNXHL 7DQDND$ SROLWLFDO ELRJUDSK\ RI
PRGHUQ-DSDQ&KDSWHU'RZQORDGHGIURPKWWSZZZUFULQFFRPWDQDNDFKKWPOGDWHRI
UHWULHYDO
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
SROLWLFV IRU WKH QDWLRQ $OWKRXJK VRPH RI KLV DSSURDFKHV WR SROLWLFV GUHZ
FULWLFLVP7DQDNDVHUYHGDVDOLQNEHWZHHQWKHSHRSOHDQGSROLWLFVZKLFKZDVD
JUHDW DFKLHYHPHQW´ ,Q DQ HYHUFHQWUDOL]LQJ SROLWLFDO V\VWHP SXWWLQJ ORFDO
SROLWLFVDWWKHKHDUWRIWKHV\VWHPLVLQGHHGDQDFKLHYHPHQWVLQFHWKHWHQGHQF\
RI WKH EXUHDXFUDWLF PDFKLQH ZDV WR FHQWUDOL]H SRZHU DQG SXOO WKH HFRQRPLF
DOORFDWLRQRIUHVRXUFHVWRWKHFHQWUH7KLVZDVQRWWKHRQO\FKDOOHQJHIDFLQJWKH
QDVFHQWGHPRFUDF\LQ-DSDQ
2QHRIWKHELJJHVWFKDOOHQJHVIDFLQJPRGHUQVRFLHWLHVWRGD\LVWRFRKDELWDWH
GHPRFUDF\ FDSLWDOLVW EXVLQHVV HQYLURQPHQW LQGLYLGXDO VHOIIXOILOOPHQW DQG
VRFLDO HTXDOLW\ $QG JLYHQ WKH KLJKO\ LQWHJUDWHG DQG HYHU FRPSOH[ DQG
FRPSHWLWLYHLQWHUQDWLRQDOHQYLURQPHQWEURXJKWDERXWE\JOREDOL]DWLRQWKLVWDVN
FDQ SLYRWDO WR WKH VXFFHVV RU IDLOXUH RI D VRFLHW\:KDW -DSDQ KDV GRQH LV WR
DGDSW D FHOOXODU DSSURDFK HYHQ LQ WKH HFRQRPLF VSKHUH 7KLV LGHD DQG LWV
SUDFWLFH DUH QRW QHZ WR WKH -DSDQHVH VLWXDWLRQ )RU FHQWXULHV LQ FRQWH[W RI
VROHO\DJUDULDQHFRQRP\WKHYLOODJHDFWHGSULPDULO\DVDQHFRQRPLFVWUXFWXUH
7KLV SUHGRPLQDQWO\ HFRQRPLF VWUXFWXUH SURYLGHG WKH FHQWUDO IUDPHZRUN IRU
VRFLRFXOWXUDO DFWLYLWLHV RI WKH FRPPXQLW\ Ä,Q FRQWUDVW WR WKH (XURSHDQ
VLWXDWLRQUHVHDUFKHUVFRQFHUQHGZLWKWKHSRVWZDUPRGHUQL]DWLRQRI-DSDQ¶VUXUDO
FRPPXQLWLHV KDYH LQYDULDEO\ QRWHG WKHLU UHODWLYHO\ VWURQJ FRUSRUDWH FKDUDFWHU ±
DOWKRXJKWKHORFDOFRPPXQLW\QRORQJHUKDGDQ\OHJDOVWDQGLQJLWVWLOOPDLQWDLQHG
D IRUPDO V\VWHP RI VHOIJRYHUQPHQW DFWHG DV D SROLWLFDO XQLW LQ ORFDO HOHFWLRQV
FRRSHUDWHGLQHFRQRPLFHQGHDYRUVFRQVWLWXWHGDQLPSRUWDQWVRFLRUHOLJLRXVHQWLW\
DQGFHQVRUHGWKRVHZKRGLGQRWDELGHE\FRPPXQLW\GHFLVLRQV´
$ORQJ ZLWK WKLV LQZDUG RUJDQL]DWLRQ RI LWV HFRQRPLF IXQGDPHQWDOV WKH
YLOODJH FRPPXQLW\ GLVSOD\HG DQRWKHU YHU\ LPSRUWDQW FKDUDFWHULVWLF $V
3URIHVVRU 7DGDVKL )XNXWDNH IURP WKH 8QLYHUVLW\ RI 7RN\R H[SODLQV Ä(YHQ
WRGD\ WKHVH YLOODJH ERXQGDULHV DOWKRXJK WKH\ KDYH ORVW DOO DGPLQLVWUDWLYH
VLJQLILFDQFHZKDWHYHUDUHVWLOOVRPHWKLQJWKDWYLOODJHUVDUHXVXDOO\DZDUHRI
VRPHVFKRODUVVSHDNRIYLOODJHVKDYLQJWKHLURZQÄVRYHUHLJQWHUULWRU\´7KLVLV
D SDUWLFXODUO\ -DSDQHVH FKDUDFWHULVWLF QRW WR EH IRXQG LQ RWKHU $VLDQ
FRXQWULHV VXFK DV &KLQD DQG ,QGLD´ :H FDQ WDNH LVVXH ZLWK 3URIHVVRU
)XNXWDNH RQ WKH &KLQHVH DQG ,QGLD FRQWH[W EXW ZKDW LV NH\ WR RXU FXUUHQW
GLVFXVVLRQLVWKDWKHLVULJKWLQSRLQWLQJRXWWKHWUXWKWKDWWKH-DSDQHVHV\VWHP
WUHDWV D µZHOO GHILQHG DQG GHOLPLW¶ RUJDQLVP RU FRPPXQLW\ DV D µVRYHUHLJQ
WHUULWRU\¶ &RPSDUHG ZLWK RWKHU FRXQWULHV WKLV PDNHV D ELJ GLIIHUHQFH LQ WKH
DSSOLFDWLRQRIGHPRFUDF\
,QPDQ\UHVSHFWVWKHSRVWZDU&RQVWLWXWLRQPDLQWDLQVWKHQRWLRQµVRYHUHLJQ
WHUULWRU\¶ ZKHQ LW FRPHV WR LQGXVWULDO UHODWLRQV RU WKH RUJDQL]DWLRQ RI WKH

,ELG
3HWHU+35,1'/(3HDVDQW:RUNHU+RXVHKROGVDQG&RPPXQLW\%DVHG2UJDQL]DWLRQVLQ
5XUDO-DSDQ0RGHUQ$VLDQ6WXGLHV9RO1R
7DGDVKL)8.87$.(8QLYHUVLW\RI7RN\R7KH-DSDQHVH6RFLDO6WUXFWXUH,WV(YROXWLRQ
LQWKH0RGHUQ&HQWXU\SXEOLVKHGE\WKH8QLYHUVLW\RI7RN\R3UHVV7RN\R
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
HFRQRP\ LQ JHQHUDO Ä$OWKRXJK WKH /DERXU 6WDQGDUGV /DZ ZDV HQDFWHG LQ
 WKH ODZGHILQHGRQO\PLQLPXPFULWHULDDQG OHIW LW WR WKHUHSUHVHQWDWLYH
WUDGHXQLRQWKHULJKWWRXQLRQL]HZDVJXDUDQWHHGXQGHUWKH&RQVWLWXWLRQ
WRQHJRWLDWHWKHDFWXDOZRUNLQJFRQGLWLRQV7KHODZZKLFKVSHFLILHGWKHULJKW
DQGGXWLHVRIHPSOR\HHDQGHPSOR\HULIDODERXUFRQWUDFWGLGQRWH[LVWUHOLHG
RQWKHSUHFHGHQWRI MXGLFLDODGMXGLFDWLRQLQFDVHVZKHUHWKHSDUWLHVFRXOGQRW
UHVROYH WKHLU GLVSXWH RQ WKHLU RZQ´ %\ JLYLQJ RQO\ D ORRVH DQG YDJXH
SHULPHWHUWKHODZLQGLUHFWO\HQFRXUDJHVWKHFRQVROLGDWLRQRIGHPRFUDF\LQVLGH
RIDQHFRQRPLFRUJDQL]DWLRQ OLNHDFRPSDQ\DQGHYHQ ORZHUDW WKH OHYHORID
IDFWRU\ 6LQFH WKH SDUWLFLSDQWV DUH LQYLWHG WR GLDORJXH DQG UHVROYH WKHLU
SDUWLFXODUSUREOHPVE\DGRSWLQJUXOHVDQGUHJXODWLRQVSDUWLFXODUWRWKHLUQHHGV
,QHVVHQFHGHPRFUDF\LQ-DSDQLVWDNHQIRUZKDWLWUHDOO\VKRXOGEH±DERXW
GHEDWHDQGPXWXDOSHUVXDVLRQZLWK WKHSXUSRVHRIDUULYLQJDW WKHDSSURSULDWH
GHFLVLRQ LQWHQGHG WR VHUYH DQG IXUWKHU WKH LQWHUHVWVRI WKH FRPPXQLW\ ,Q WKH
PDMRULW\RI WKHGHYHORSHGFRXQWULHV WKH UHODWLRQEHWZHHQ µZRUN¶DQG µFDSLWDO¶
WKH SUHYDLOLQJ SHUFHSWLRQ LV WKDW RIPRGHUQGD\ VODYHU\ WKH HPSOR\HU SD\V D
VDODU\DQGLQH[FKDQJHWKHZRUNHUGRHVWKHGHVLJQDWHGMRE,QDVHQVHSULYDWH
OLIH DQG OLIH DW WKH ZRUN SODFH PRUH RU OHVV NHSW DSDUW DV EHORQJLQJ WR WZR
GLVWLQFWLYHVSKHUHV$QGZLWKLQWKHZRUNSODFHWKHPDQDJHPHQWDQGWKHZRUNHUV
FRQVLGHU WKHPVHOYHV DV EHORQJLQJ WR WZR TXLWH VHSDUDWH µWULEHV¶ 7KH
PDQDJHPHQWIHHOVQRREOLJDWLRQWRLQIRUPWKHZRUNHUVRIWKHRYHUDOOFRPSDQ\
VWUDWHJ\$QGDVHFRQRPLFF\FOHVGHWHULRUDWHZRUNHUVDUHODLGRIIDVWKH\ZHUH
SDUWRIDµQRQSHUIRUPLQJ¶RUµUHGXQGDQW¶PDWHULDO,QDZD\FXOWXUDOSDWWHUQV
DUHVWUXFWXUDOO\LQFOLQHGWRSXVKERWKSDUWLHVWRZDUGVFRQIOLFW
/HDUQLQJSDVWPLVWDNHVDQGWRJLYHGHPRFUDF\DZLGHUSHUVSHFWLYHWKDQLWV
QDUURZ SROLWLFDO IXQFWLRQ -DSDQHVH JRYHUQPHQW DQG FRUSRUDWH OHDGHUV DUH
FDUHIXO QRW WR GLVWXUE RU GLVWRUW WKH FRPPXQLW\ DVSHFW RI WKH µZRUN SODFH¶
:KHQ LQWHUQDWLRQDO FRPSHWLWLRQ LQWHQVLILHG WKH UHDFWLRQ RI WKH -DSDQHVH
FRPSDQLHVZDVQRW WR OD\RII LWVZRUNHUVDQG WDNHV WKHSURGXFWLRQ WRFKHDSHU
PDQXIDFWXULQJ EDVHV HOVHZKHUH LQ $VLD 7KH UHDFWLRQ RI )XMLND]X 6X]XNL
'HSXW\'LUHFWRU*HQHUDO5(1*25HVHDUFK,QVWLWXWHIRUWKH$GYDQFHPHQWRI
/LYLQJ 6WDQGDUGV 5(1*25,$/6 LV YHU\ WHOOLQJ Ä([WHUQDO DXGLWRUV DQG
GLUHFWRUVKRZHYHUDUH VHOHFWHGDWPHHWLQJVRIJHQHUDO VKDUHKROGHUVDQG WKH
³YRLFHV RXWVLGH WKH FRPSDQ\´DUH HVVHQWLDOO\ WKH YRLFHV RI VKDUHKROGHUV DQG
LQYHVWRUV (QVXULQJ WUDQVSDUHQF\ LQ FRUSRUDWHPDQDJHPHQW IRU WKRVH RXWVLGH
WKH FRPSDQ\ DQG VDIHJXDUGLQJ DJDLQVW W\UDQQLFDO PDQDJHUV DUH FHUWDLQO\
LPSRUWDQW,I WKHGLVFORVXUHRI LQIRUPDWLRQWRVKDUHKROGHUVDQGPRQLWRULQJE\
VKDUHKROGHUV DUH LPSRUWDQW WKHQ GLVFORVLQJ LQIRUPDWLRQ WR HPSOR\HHV WKRVH
PRVW GLUHFWO\ DIIHFWHG E\ PDQDJHPHQW GHFLVLRQV DQG HQVXULQJ WKDW WKHLU

:DNDQD6+87Ð<DPDJDWD8QLYHUVLW\7KH,PSDFWRI*OREDOL]DWLRQRQ7UDGH8QLRQV
7KH VLWXDWLRQ LQ -DSDQ  SXEOLVKHG RQOLQH DW WKH IROORZLQJ 85/
ZZZQHZXQLRQLVPQHWOLEUDU\LQWHUQDWLRQDOLVP-DSDQ7KH,PSDFWRI
*OREDOL]DWLRQRQ8QLRQV


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
ÄYRLFHV´DUHUHIOHFWHGLQFRUSRUDWHPDQDJHPHQWVHHPHYHQPRUHLPSRUWDQW´
7KLVSRLQWVWRWKHIDFWWKDWLQ-DSDQWKHFRPSDQ\LVQRWWUHDWHGDVDµFRORQ\¶RI
WKHFDSLWDOZKHUHµSURILWV¶DQGµWULEXWHV¶SURIXVHWRWKHGHWULPHQWRIWKHZRUNHU
DQGWKHFRPPXQLW\&RPPXQLW\VSLULWDQGGLDORJXHDWWKHZRUNSODFHLWVHHPV
ZDVD ORQJ WUDGLWLRQ LQ-DSDQ ,Q WKHZRUGVRIDZRUNHUÄ:HGRQ¶WQHHGDQ\
WUDGH XQLRQ :H DUH MXVW RQH ELJ IDPLO\ ZRUNLQJ IRU WKH JRRG RI WKH
HQWHUSULVH´
'HPRFUDWLF LQVWLWXWLRQV DW WKH QDWLRQDO OHYHO PLJKW KDYH GLIIHUHQW WLPH
SDWWHUQVZKLFKPLJKWPDNHWKHULJKWVRIWKHFLWL]HQµLQDFWLYH¶VLQFHWKH\KDYHWR
ZDLW IRU WKH QH[W HOHFWRUDO F\FOH WR UHQHZ RU UHYLVH WKHLU GHFLVLRQV ,Q
FRPSDULVRQWKHZRUNSODFHDQGKRZLWLVRUJDQL]HGLVYHU\LPSRUWDQWDQGKDV
DQLPSDFWRQWKHHYHU\GD\OLIHRIWKHZRUNLQJFLWL]HQ,QWKHZRUGVRI/LOLDQH
-XQJ RI WKH ,QWHUQDWLRQDO/DERXU2UJDQL]DWLRQÄ&ROOHFWLYH DJUHHPHQWV DIIHFW
SULPDULO\WKRVHZRUNHUVRI WKHILUPZKRDUHWUDGHXQLRQPHPEHUV$FFRUGLQJ
WR FXVWRP WKH\ WHQG WR EH SXW LQ ZULWLQJ RQO\ DV IDU DV LV OHJDOO\ UHTXLUHG
)XUWKHUSURYLVLRQVRIWKHDJUHHPHQWZKLFKPXVWRIFRXUVHEHLQOLQHZLWKWKH
ODZ DUH RIWHQ VLPSO\ DJUHHG WR YHUEDOO\ 7KHZULWWHQ SDUW RI WKH DJUHHPHQWV
PLJKW WKHUHIRUHEHVLPSOHRUYDJXH7KLV IDFWJLYHVPRUH LPSRUWDQFH WRZRUN
UXOHVZKLFKVWLSXODWHFRPPRQZRUNLQJFRQGLWLRQVDWWKHHQWHUSULVHOHYHO$Q\
HPSOR\HUZLWKPRUHWKDQHPSOR\HHVPXVWGUDZWKHPXSLQFRQVXOWDWLRQZLWK
WKH WUDGH XQLRQ :RUN UXOHV PXVW QRW LQIULQJH XSRQ WKH DSSO\LQJ FROOHFWLYH
DJUHHPHQW 7KHQ WKH\ IL[ WKH HOHPHQWV RI WKH ODERXU FRQWUDFWV ZLWKLQ WKH
FRPSDQ\ LQGHSHQGHQWO\ RI ZKHWKHU WKH LQGLYLGXDO ZRUNHU LV WUDGH XQLRQ
PHPEHURUQRW´:KDWZHZLWQHVVLQWKHSURFHVVLVWKDWWKHZRUNHUH[HUFLVLQJ
KLVGHPRFUDWLFULJKWWRGHILQHDORQJZLWKWKHUHVWRIWKHLPPHGLDWHFRPPXQLW\
WKHUXOHVDQGUHJXODWLRQVZKLFKFRQGLWLRQDELJSDUWRIKLVOLIH
7KLVGHPRFUDWLFSURFHVVRIVHOIUHJXODWLRQUHVWRUHVWKHQRWLRQRIµVRYHUHLJQ
WHUULWRU\¶ RQFH HQMR\HG E\ WKH YLOODJH FRPPXQLW\$QG DV LQ WKH FDVH RI WKH
YLOODJHWKHG\QDPLFH[HUFLVHRIGHPRFUDWLFGLDORJXHFDQOHDGWRDKLJKGHJUHH
RIDXWRQRP\VLQFH WKHVFRSHIRUVWDWH LQWHUYHQWLRQDQGDUELWUDWLRQ LVNHSW WRD
PLQLPXP ,W YHU\ LQWHUHVWLQJ WR VHH WKDW LW LV WKH WUDGH XQLRQV DQG HPSOR\HU
RUJDQL]DWLRQVWKDWUHTXHVWWKDWWKHJRYHUQPHQWµSXWLQWR¶ODZWKHµEHVWSUDFWLFH¶
WKDWKDVHYROYHGLQWKHLUVSKHUHRILQIOXHQFH,QWKHZRUGVRIWKH-DSDQ,QVWLWXWH
IRU /DERXU 3ROLF\ DQG 7UDLQLQJ LW LV Ä5HQJR -DSDQHVH 7UDGH 8QLRQ
&RQIHGHUDWLRQZKLFK LV WKH QDWLRQDO FHQWHU DQGPDQDJHPHQW RUJDQL]DWLRQV

 )XMLND]X 68=8., 'HSXW\ 'LUHFWRU *HQHUDO 5(1*25HVHDUFK ,QVWLWXWH IRU WKH
$GYDQFHPHQW RI /LYLQJ 6WDQGDUGV  5(1*25,$/6 &RUSRUDWH *RYHUQDQFH 5HIRUP DQG
,QGXVWULDO 'HPRFUDF\ LQ -DSDQ SXEOLVKHG RQOLQH DW WKH IROORZLQJ 85/
ZZZMLOJRMSHQJOLVKGRFXPHQWV-/5BIXMLND]XSGI
 :LOOLDP +HQU\ &+$0%(5/,1 -DSDQ RYHU $VLD SXEOLVKHG E\ 'XFNZRUWK /RQGRQ

/LOLDQH-81*1DWLRQDO/DERXU/DZ3URILOH-DSDQSXEOLVKHGRQOLQHE\WKH,QWHUQDWLRQDO
/DERXU 2UJDQLVDWLRQ DW WKH IROORZLQJ 85/ KWWSZZZLORRUJSXEOLFHQJOLVKGLDORJXHLISGLDO
LQIRQDWLRQDOMSKWP

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VXFK DV 1LSSRQ .HLGDQUHQ -DSDQ %XVLQHVV )HGHUDWLRQ KDYH HVWDEOLVKHG D
YHQXH IRU UHJXODU GLVFXVVLRQV DQG IRU LVVXHV RQ ZKLFK WKH\ VKDUH WKH VDPH
RSLQLRQDMRLQWSROLF\SURSRVDOLVGXO\VXEPLWWHGWRWKHFHQWUDOJRYHUQPHQW´
,Q WKLV ZD\ RQH FDQ DUJXH WKDW WKH DFWLYLW\ RI WKH 1DWLRQDO 3DUOLDPHQW LV
UHDUJXDUG DFWLRQ VLQFH LW SXWV LQWR ODZZKDW KDV DOUHDG\ EHHQ QRUPDOL]HG E\
HPSOR\HUVDQGZRUNHUV±LQVKRUWE\WKHFRPPXQLW\
7KHGHOHJDWLRQRIGHPRFUDF\WRDUHDVRIVRFLHW\ZKHUHLWSURGXFHVWDQJLEOH
UHVXOWVKDVEHHQWKHSULPRUGLDODGYDQWDJHWKH-DSDQHVHV\VWHPKDVJDLQHGRYHU
LWV PDLQ FRPSHWLWRUV &DSLWDO WHFKQRORJ\ DQG VNLOOHG ZRUNIRUFH FDQ JLYH D
WHPSRUDU\ DGYDQWDJH EXW RQ WKH ORQJ WHUP VRFLDO DQG SROLWLFDO VWDELOLW\ FDQ
EHFRPH PRUH LPSRUWDQW DV DVVHWV OHDGLQJ WR D SURVSHURXV DQG KDUPRQLRXV
VRFLHW\ 5RVV 0RXHU DQG +LURVXNH .DZDQLVKL FDPH WR WKH IROORZLQJ
FRQFOXVLRQÄ7KHUHLVDFRPPRQUHFRJQLWLRQWKDWWKH-DSDQHVHPRGHO±ZLWKDOO
LWV VWUXFWXUDO IHDWXUHV DV DQ LPSRUWDQW FRPSRQHQW RI WKH -DSDQHVH HFRQRP\
LQGHHG RI -DSDQHVH VRFLHW\ ± FRQWULEXWHG LPPHQVHO\ WR WKH HFRQRPLF
DFKLHYHPHQWVRI WKHVDQGV´:KHQ WKLVPRGHOJHWV VWUHWFKHG WKH
-DSDQHVHV\VWHPRIVRFLDOHQJLQHHULQJZLOOILQGDSSURSULDWHUHSODFHPHQWV%XW
WKH FRQWLQXLQJ SUHRFFXSDWLRQ ZLOO DOZD\V EH ÄKRZ WR QHXWUDOL]H FRQIOLFW LQ
VRFLHW\E\JLYLQJGHPRFUDF\DEUHDWKLQJVSDFH´
2QHPLJKWFRXQWHUP\DUJXPHQWE\SRLQWLQJRXWWKHIDFWWKDWZRUNSODFH
GRHVQRW FRQVWLWXWH WKH HQWLUH VRFLHW\ DQG WKDWPRVW RI WKH FRQIOLFWV WRGD\
KDSSHQRXWVLGHWKHZRUNSODFH,WLVDOVRDUJXHGWKDW-DSDQLVµOXFN\¶WRKDYH
D KRPRJHQRXV VRFLHW\ FRPSDUHG WR (XURSH IRU H[DPSOH ZKHUH
PXOWLFXOWXUDOLVPKDVWKHXSSHUKDQG2QFHDJDLQ,KDYHWRUHSHDWP\VHOIE\
VD\LQJWKDW-DSDQGLGQRWEHJLQDVDKRPRJHQRXVVRFLHW\DQGWKDWWKHUHZDV
PRUHWKDQ\HDUVRIFLYLOZDUZLWKSHULRGVRIVRFLDOWHQVLRQVTXLWHXSWR
WKHV%XWE\ DOO VWDQGDUGV -DSDQHQMR\V OHVV FULPH UDWH WKDQPRVWRI
WKH FRXQWULHV HQMR\LQJ VLPLODU OHYHOV RI OLYLQJ VWDQGDUGV2QH RI WKHPDLQ
UHDVRQVZK\-DSDQKDVDEHWWHUVXFFHVVUDWHDWPDLQWDLQLQJVRFLDOVWDELOLW\LV
WKDW LW KDV VWULYHG DW µGHPRFUDWL]LQJ¶ ODZDQGRUGHU HQIRUFHPHQW LQ WKH
IROORZLQJVHFWLRQZHZLOOVHHKRZ
-RXUQDOLVWVDQGDFDGHPLFVFRQVWDQWO\SRLQWRXWWKDWVRFLDOLQVWDELOLW\RFFXUV
LQFRXQWULHVWKDWGRQRWKDYHHQRXJKVWDWHPDLQWDLQHGOHJDODQGODZDQGRUGHU
HQIRUFHPHQW LQIUDVWUXFWXUHV ,Q PDQ\ SHUVSHFWLYHV -DSDQ FDQ IDOO LQWR VXFK D
FDWHJRU\ RI FRXQWULHV µ2QO\ DERXW  SHUFHQW RI WKH DSSUR[LPDWHO\ 
SHUVRQVZKR DSSOLHG DQQXDOO\ WR WKH0LQLVWU\
V /HJDO 7UDLQLQJ DQG5HVHDUFK
,QVWLWXWHWZR\HDUUHTXLUHGFRXUVHZHUHDGPLWWHGLQWKHODWHV7KHLQVWLWXWH
JUDGXDWHVRQO\DIHZKXQGUHGQHZODZ\HUVHDFK\HDU3ODJXHGE\VKRUWDJHVRI
DWWRUQH\V MXGJHV FOHUNV DQG RWKHU SHUVRQQHO WKH FRXUW V\VWHP LV VHYHUHO\

7KH-DSDQ,QVWLWXWHIRU/DERXU3ROLF\DQG7UDLQLQJ/DERU6LWXDWLRQLQ-DSDQDQG$QDO\VLV
*HQHUDO2YHUYLHZ1RYHPEHU7RN\R
5RVV028(5DQG+LURVXNH.$:$1,6+,$6RFLRORJ\RI:RUNLQ-DSDQSXEOLVKHGE\
&DPEULGJH8QLYHUVLW\3UHVV&DPEULGJH3DJH[Y

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RYHUEXUGHQHG3UHVLGLQJMXGJHVRIWHQVWURQJO\DGYLVHSODLQWLIIVWRVHHNRXWRI
FRXUW VHWWOHPHQWV 7KH SURJUHVV RI FDVHV WKURXJK HYHQ WKH ORZHU FRXUWV LV
DJRQL]LQJO\VORZDQGDSSHDOVFDUULHGWRWKH6XSUHPH&RXUWFDQ WDNHGHFDGHV
)DFHG ZLWK VXFK REVWDFOHV PRVW LQGLYLGXDOV FKRRVH QRW WR VHHN OHJDO
UHPHGLHV¶2QHHQOLJKWHQHG OHJDOSURIHVVLRQDO LQWKH8QLWHG6WDWHVVHHVLW LQ
WKHIROORZLQJOLQHVÄ/HWPHEHJLQZLWKDFDYHDW,DPDQ$PHULFDQODZ\HUDQG
QDWXUDOO\ WHQG WR ORRN DW ODZ LQ -DSDQZLWK DQ$PHULFDQ SHUVSHFWLYH $W WKH
VDPHWLPH,DPYHU\FRQVFLRXVRIWKHIDFWWKDWRXUKLJKO\OLWLJLRXVFRXQWU\ZLWK
LWVQHDUO\RQHPLOOLRQODZ\HUSRSXODWLRQLVDWOHDVWDVH[FHSWLRQDOLQLWVZD\DV
LV-DSDQZLWKDPHUHODZ\HUV0RVWFRXQWULHVRI(XURSHKDYHXQGHUD
KXQGUHG WKRXVDQG ODZ\HUV *HUPDQ\ EHLQJ WKH H[FHSWLRQ ZLWK  DQG
DUH SUREDEO\PXFK EHWWHU SRLQWV RI FRPSDULVRQ IRU -DSDQ:H VKRXOG WU\ WR
DYRLGWKLQNLQJRIRXUVHOYHVDVUHSUHVHQWLQJDQRUP´
2QFH DJDLQ ZKDW WKH IUDPHZRUN RI ODZ HQIRUFHPHQW GRHV LV WR
µFRPPXQDOL]H¶ ODZDQGRUGHU PDLQWHQDQFH E\ LQWURGXFLQJ GHPRFUDF\ DW WKH
OHYHO RI LPSOHPHQWDWLRQ 7KH VWUXFWXUH RI SXEOLF DGPLQLVWUDWLRQ LV NHSW WR D
PLQLPXP VR WKDW WKH YDFXXP LV ILOOHG ZLWK D µFRPPXQDO HIIRUW¶ 7KH LGHD
EHKLQGWKLVPRYHLVWKDWLWLVLPSRVVLEOHWRSXWDSROLFHPDQEHKLQGHDFKVXEMHFW
RUFLWL]HQ7KHPDLQTXHVWLRQLVDVIROORZLQJFDQWKHFRPPXQLW\PDQDJHDQG
UHVROYHFRQIOLFWVWKDWDULVHZLWKLQLWVERXQGDULHV"7KH-DSDQHVHDGPLQLVWUDWLRQ
WKLQNVWKDWWKHFRPPXQLW\LVPRUHWKDQFDSDEOHRIKDYLQJDSRVLWLYHHIIHFWRQ
VRFLDO FRQIOLFWVZLWKLQ LWV µVRYHUHLJQ WHUULWRU\¶ LI LW LV DOORZHG WR H[HUFLVH LWV
GHPRFUDWLF ULJKW WR GR VR ,W LV DQRWKHU ZD\ RI VD\LQJ WKDW WKH LQGLYLGXDO
H[HUFLVH RI GHPRFUDF\ FRQIHUV KLP RU KHU ZLWK WKH GXW\ WR VHH WKDW VRFLDO
KDUPRQ\LVPDLQWDLQHGLQWKHFRPPXQLW\$YHU\JRRGH[DPSOHRIWKLVLVKRZ
WKHFRPPXQLW\UHLQWHJUDWHVRUUHKDELOLWDWHVRIIHQGHUVEDFNLQWRFLYLFOLIH
$VLWKDVLQWHUQDWLRQDOO\EHHQUHFRJQL]HGLWLVYHU\LPSRUWDQWWKDWµILUVWWLPH
RIIHQGHUV¶DUHVXFFHVVIXOO\UHLQWHJUDWHGLQWRVRFLHW\,IQRWWKH\EHFRPHµVHULDO
RIIHQGHUV¶PDNLQJLWPRUHGLIILFXOWIRUWKHPWREHKDQGOHG5HJDUGLQJHIIHFWLYH
FULPH SUHYHQWLRQ WKH HVWDEOLVKPHQW DQG PDLQWHQDQFH RI VRFLDOFRPPXQLW\
VXSSRUWIRURIIHQGHUV¶UHKDELOLWDWLRQFDQQRWEHHPSKDVL]HGWRRPXFK7KHUHLV
DORQJWUDGLWLRQRIYROXQWHHUV¶SDUWLFLSDWLRQLQWKHFRPPXQLW\EDVHGWUHDWPHQW
RIRIIHQGHUVLQ-DSDQ,WZDVDFNQRZOHGJHGE\ODZLQZKHQWKH-XGLFLDO
5HKDELOLWDWLRQ6HUYLFH/DZZDVHQDFWHGZKLFKSURYLGHG WKHEDVLF IUDPHZRUN
IRU Ä5HKDELOLWDWLRQ :RUNHUV´ SUHGHFHVVRUV Ä9ROXQWHHU 3UREDWLRQ 2IILFHUV´
932V$IWHU:RUOG:DU,, WKHUH IROORZHGDGLVFXVVLRQRYHUZKHWKHURUQRW
SUREDWLRQ DQG SDUROH VHUYLFHV VKRXOG EH HVWDEOLVKHG DV D SURIHVVLRQDO VHUYLFH

 7KH LQIRUPDWLRQV TXRWHG LQ WKLV SDVVDJH ZHUH GRZQORDGHG DW WKH IROORZLQJ ZHEVLWH
KWWSZZZFRXQWU\GDWDFRPFJLELQTXHU\UKWPO'DWHRIUHWULHYDO
&DUO-*5((16HQLRU5HSUHVHQWDWLYH+LWDFKL&RUSRUDWH2IILFH'&-DSDQ
7KH5XOH
RI/DZ:LWKRXW/DZ\HUV
5HFRQVLGHUHGWUDQVFULSWIURPDVSHHFKGHOLYHUHGWRWKH$VLD6RFLHW\
:DVKLQJWRQ'&0DUFK 7KLVPDWHULDO FDQ EH GRZQORDGHG IURP WKH IROORZLQJZHE
VLJKWKWWSZZZDVLDVRFLHW\RUJVSHHFKHVJUHHQKWPO'DWHRIUHWULHYDO

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DQG WKH QHZ RUJDQL]DWLRQ FXUUHQW V\VWHP FDPH LQWR EHLQJ LQ WKH IRUP RI D
FRPELQHG V\VWHP WKDW FRQVLVWHG RI SURIHVVLRQDO VWDII 332V DQG YROXQWHHU
FLWL]HQV 932V Ä7KH 932V FDUU\ RXW PDQ\ IRUPV RI FULPH SUHYHQWLRQ
DFWLYLWLHV LQ WKH FRPPXQLW\ZLWK WKH FORVH FROODERUDWLRQ RI SUREDWLRQ RIILFHV
WKH 0LQLVWU\ RI -XVWLFH DQG RWKHU QDWLRQDOORFDO JRYHUQPHQW PLQLVWULHV DQG
DJHQFLHV VFKRROV SROLFH RWKHU YROXQWHHUV DQG YROXQWDU\ RUJDQL]DWLRQV
1*2VVXFKDVWKH:RPHQ¶V$VVRFLDWLRQIRU5HKDELOLWDWLRQ$LG:$5$DQG
WKH%LJ%URWKHUVDQG6LVWHUV%%6$VVRFLDWLRQ´
7KH9ROXQWHHU3UREDWLRQ2IILFHU/DZ WKH932/DZVWLSXODWHV WKH
SXUSRVHRIWKH932V\VWHPWKHDGPLQLVWUDWLRQIRU932VVXFKDVDSSRLQWPHQW
SURFHGXUHV UHJXODWLRQV IRU VHUYLFH WKH PD[LPXP QXPEHU RI 932V WR EH
HPSOR\HGLQWKHZKROHFRXQWU\SHUVRQVWKHLUGXWLHVDQGRWKHUUHOHYDQW
IDFWRUV/HJDOO\WKH932VDUHGHILQHGDVQRQSHUPDQHQWJRYHUQPHQWRIILFLDOV
7KHUHIRUH932VDUHHQWLWOHGWRREWDLQQDWLRQDOFRPSHQVDWLRQEHQHILWZKHQDQ\
ERGLO\ LQMXU\ LV LQIOLFWHG RQ 932V LQ WKH SHUIRUPDQFH RI WKHLU GXWLHV 7KLV
VHFWLRQRIWKHODZLVDPRYHSXUHO\WRJLYHDQLQVXUDQFHFRYHUDJHWRWKH932
+RZHYHUWKH\DUHQRWSDLGDQ\UHPXQHUDWLRQIRUWKHLUVHUYLFHVZKLFKPDNHVD
ELJ GLIIHUHQFH 7KH JRYHUQPHQW PD\ RQO\ SD\ WKH H[SHQVHV LQFXUUHG LQ
GLVFKDUJLQJWKHLUGXWLHVRUDSDUWWKHUHRI,QSUDFWLFHWKH932LVUHLPEXUVHGD
VPDOODPRXQWRIPRQH\IRUWKHLUH[SHQVHV)URPWKLVZHFDQVHHWKDWPRQH\LV
QRWWKHPDLQIDFWRUWKHPDLQPRWLYDWLRQLVWKHVHUYLFHWRFRPPXQLW\
7KHDSSURDFKDOVRUHLQIRUFHVWKHµUROHPRGHO¶LQWKHFRPPXQLW\VLQFHQRW
HYHU\RQHFDQEHFRPHD9327KHFDQGLGDWH¶VFRPPLWPHQWWRWKHFRPPXQLW\
LVYHU\ LPSRUWDQW LQ WKHVHOHFWLRQSURFHVV$932
VFKDUDFWHUDQGSHUVRQDOLW\
VXEVWDQWLDOO\DIIHFWWKHLUUROH7KHUHIRUH932/DZUHTXLUHVWKDWD932VKRXOG
EH  HYDOXDWHG KLJKO\ ZLWK UHVSHFW WR WKHLU FKDUDFWHU DQG FRQGXFW LQ WKH
FRPPXQLW\ HQWKXVLDVWLFDQGVXIILFLHQWO\DYDLODEOH WRZRUN  ILQDQFLDOO\
VWDEOH DQG  KHDOWK\ DQG DFWLYH 7R UHFUXLW 932V WKH &32 RI D SUREDWLRQ
RIILFH SUHSDUHV D OLVW RI FDQGLGDWHV EDVHG RQ WKH LQIRUPDWLRQ JDWKHUHG IURP
YDULRXVVRXUFHVLQWKHFRPPXQLW\,QHIIHFWWKHOLVWUHIOHFWVWRDJUHDWH[WHQW
WKH RSLQLRQ RI UHSUHVHQWDWLYHV RI WKH 932 $VVRFLDWLRQ )XUWKHU VFUHHQLQJ LV
PDGHE\D9326FUHHQLQJ&RPPLWWHHDQDGYLVRU\FRPPLWWHHWRWKH0LQLVWU\
RI -XVWLFH WKDW LV HVWDEOLVKHG LQ  ORFDWLRQV VFDWWHUHG DURXQG WKH FRXQWU\
FRUUHVSRQGLQJ WR HDFK SUREDWLRQ RIILFH 7KLV FRPPLWWHH FRQVLVWV RI
UHSUHVHQWDWLYHV RI WKH FRXUW SURVHFXWLRQ WKH EDU DVVRFLDWLRQ FRUUHFWLRQDO
LQVWLWXWLRQV SUREDWLRQ DQG SDUROH VHUYLFHV RWKHU SXEOLF FRPPLVVLRQV LQ WKH
FRPPXQLW\ DQG OHDUQHG FLWL]HQV :KDW LV FHQWUDO WR WKH SURFHVV LV WKDW

 .XQLKLNR 6$.$, 'LUHFWRU RI WKH 8QLWHG 1DWLRQV $VLD DQG )DU (DVW ,QVWLWXWH IRU WKH
3UHYHQWLRQRI&ULPH DQG WKH7UHDWPHQW RI2IIHQGHUV 81$)(,%DVHG LQ7RN\R&RPPXQLW\
,QYROYHPHQW $QG &ULPH 3UHYHQWLRQ LQ -DSDQ 7KLV GRFXPHQW FDQ EH GRZQORDGHG IURP WKH
RIILFLDO ZHEVLWH RI 81$)(, RU DW KWWSZZZXQLFULLWZZNUHODWHGSQLGRFV
BNXQLKLNRBVDNDLGRF'DWHRIUHWULHYDO

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
FRPPXQLW\GLDORJXHDQG WKHSDUWLFLSDWLRQRI LWVPHPEHUV ,Q WKHSURFHVV WKH
SULQFLSOHRIGHPRFUDF\UHJDLQHGDQGHQKDQFHG
$QGWKHFRPPXQLW\¶VFRQIOLFWUHVROXWLRQDELOLWLHVDUHUHVFXHG6LQFH932V
DQGRIIHQGHUVOLYHLQWKHVDPHFRPPXQLW\WKH\DUHDEOHWRFRQWDFWHDFKRWKHU
QRW RQO\ RQ DZHHNO\ EDVLV DW OHDVW WZLFH DPRQWK ± QRUPDOO\ D SDUW RI WKH
FRQGLWLRQV IRUSUREDWLRQDQGSDUROHEXWDOVRRQDGDLO\EDVLV DQGDQ\WLPH LQ
FDVHRIHPHUJHQF\$VDUHVXOWRIWKLVRIIHQGHUVDQGWKHLUIDPLOLHVORRNXSRQD
932DVDQHLJKERUUDWKHUWKDQDVDUHSUHVHQWDWLYHRIWKHJRYHUQPHQWIRUHLJQ
WRWKHORFDOFRPPXQLW\7KH932FDQSURYLGHWKHRIIHQGHUZLWKYDULRXVVRFLDO
UHVRXUFHV DQG XVHIXO LQIRUPDWLRQ DERXW WKH FRPPXQLW\ WR KHOS WKHLU
UHKDELOLWDWLRQ LQ WKH FRPPXQLW\ Ä:KLOH SURIHVVLRQDO SUREDWLRQ RIILFHUV DUH
LQYROYHGLQFDVHVDVVSHFLDOLVWVLQWKHWUHDWPHQWRIRIIHQGHUV932VDOVRZRUN
DVQHLJKERUVWRRIIHQGHUVDVVLVWLQJWKHPRQEHKDOIRIWKHFRPPXQLW\)XUWKHU
VRPH 932VPDNH XVH RI WKHLU FRPPXQLW\ QHWZRUN WR VHFXUH HPSOR\PHQW IRU
RIIHQGHUV´7KXVWKH932VILQGWKHPVHOYHVLQDPRUHDGYDQWDJHRXVSRVLWLRQ
LQEULQJLQJDERXW DFKDQJH LQ WKHSXEOLF DWWLWXGH WRZDUGV WKHRIIHQGHUDQG LQ
PRELOL]LQJ VRFLDO UHVRXUFHV DQG WKH DJH FULWHULRQRI WKH932V EHFRPHVYHU\
XVHIXOLQWKLVPDWWHU7KHDYHUDJHDJHRI932VWHQGVWREHFRPHROGHU\HDUDIWHU
\HDUDQGLWKDVUHDFKHG\HDUVRQDYHUDJHDVRI$SULO2QWKHRWKHU
KDQGDSSUR[LPDWHO\SHUFHQWRIWKHGHOLQTXHQWVRIIHQGHUVXQGHUVXSHUYLVLRQ
DUHXQGHU\HDUVRIDJH
-DSDQKDVPDGHDGHOLEHUDWHHIIRUWWRPDUU\GHPRFUDWL]DWLRQZLWKWKHHIIRUW
RIUHJHQHUDWLQJWKHVFRSHIRUPDLQWDLQLQJHFRQRPLFDOO\VDOLHQWFRPPXQLWLHVE\
PDNLQJ DSSURSULDWH WHUULWRULDO DGMXVWPHQWV WR WDNH LQWR FRQVLGHUDWLRQ WKH
HYROXWLRQV LQGHPRJUDSKLFV5DSLG LQGXVWULDOL]DWLRQDQGPRGHUQL]DWLRQRI WKH
-DSDQHVHVRFLHW\PHDQWWKDWWKHUHZDVDµGHPRFUDWLFGLVORFDWLRQ¶EHWZHHQUXUDO
DQGXUEDQDUHDV,WZDVLQFUHDVLQJO\GLIILFXOWIRUUXUDOFRPPXQLWLHVWRSURYLGH
SXEOLFVHUYLFHVVLPLODUWRWKRVHDYDLODEOHLQWKHXUEDQDUHDV$QGRQWKHRWKHU
VLGH GXH WR HDUOLHU WHUULWRULDO GLYLVLRQ RI HOHFWRUDO FRQVWLWXHQFLHV WKH UXUDO
FRQVWLWXHQFLHV RYHUUHSUHVHQWHG LQ WKH QDWLRQDO SDUOLDPHQW ± WKH'LHW2Q WKH
HFRQRPLF VLGH UXUDO GHPRFUDF\ ZDV FRVWLQJ WRR PXFK IRU LW WR EH UHDOO\
HIIHFWLYHDQGIRUWKHFRPPXQLW\WRWDNHDQDXWRQRPRXVUROH7RUHPHG\WKHVH
LVVXHV WKHQDWLRQDOJRYHUQPHQW ODXQFKHGDQ DPDOJDPDWLRQSURJUDPPHDW WKH
PXQLFLSDO OHYHO ,W RUGHUHG SUHIHFWXUDO JRYHUQPHQWV WR SURPRWH PXQLFLSDO
DPDOJDPDWLRQLQWKHLUUHVSHFWLYHWHUULWRULHVLQ-DQXDU\,WDOVRHQDFWHGWKH
/DZIRU3URPRWLRQRI$PDOJDPDWLRQRI7RZQDQG9LOODJHLQ$VVRRQDV
WKLVODZH[SLUHGLQWKHJRYHUQPHQWHQDFWHGDQHZODZHQWLWOHGWKH/DZ
IRU3URPRWLRQRI&RQVWUXFWLQJ1HZ0XQLFLSDOLW\

 *DU\ +,// -DSDQ¶V YROXQWHHU SUREDWLRQ RIILFHUV SOD\ UROH LQ RIIHQGHU UHKDELOLWDWLRQ
SXEOLVKHG E\ &RUUHFWLRQV &RPSHQGLXP 0RQWKO\ 1HZVOHWWHU SXEOLVKHG E\ $PHULFDQ
&RUUHFWLRQDO$VVRFLDWLRQ,QF:DVKLQJWRQ-XQLVVXH
.XQLKLNR6$.$,RSFLW
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7KH %LJ $PDOJDPDWLRQ RI 6KRZD ZDV FDUULHG RXW WR VWUHQJWKHQ ORFDO
DXWRQRP\ ,W PHDQW ILUVW WUDQVIHUULQJ IXQFWLRQV SUHYLRXVO\ SHUIRUPHG E\
QDWLRQDO RU SUHIHFWXUDO JRYHUQPHQWV WR PXQLFLSDO JRYHUQPHQWV 7KH
JRYHUQPHQWFRQFOXGHGKRZHYHUWKDWPRVWRIWKHH[LVWLQJPXQLFLSDOLWLHVZHUH
WRR VPDOO WR FRQGXFW WKHVH DFWLYLWLHV ERWK DXWRQRPRXVO\ DQG HIILFLHQWO\
$PDOJDPDWLRQ ZDV FRQVLGHUHG DV D QHFHVVDU\ FRQGLWLRQ IRU GHFHQWUDOL]DWLRQ
DQG GHPRFUDWL]DWLRQ RI WKH ORZHU VWUDWD RI WKH -DSDQHVH SROLWLFDO VWUXFWXUH
%HIRUHWKHHQGRIWKHZDUDSUHIHFWXUHJRYHUQPHQWZDVQRWDORFDOSXEOLFERG\
EXW D ILHOG DJHQF\ RI WKH QDWLRQDO JRYHUQPHQW $V D UHVXOW RI WKH SRVWZDU
UHIRUPLWEHFDPHDSXEOLFERG\*RYHUQRUVZKRKDGSUHYLRXVO\EHHQQDWLRQDO
RIILFLDOVGLVSDWFKHG IURP WKHQDWLRQDOJRYHUQPHQWZHUHQRZHOHFWHGGLUHFWO\
E\WKHUHVLGHQWV
)URPWRWKHUHDUHFDVHVRIDPDOJDPDWLRQ$SSUR[LPDWHO\
SHUFHQWRIWKHPDUHFODVVLILHGDVDQDQQH[DWLRQ$W\SLFDOSDWWHUQLVWKDWDFLW\
ZLWKWKHSLYRWDOIXQFWLRQLQDFHUWDLQDUHDDVWKHORFDWLRQRISUHIHFWXUDORIILFHV
RUWKHFHQWUDO]RQHRIHFRQRPLFDFWLYLWLHVPHUJHVSHULSKHUDOWRZQVDQGYLOODJHV
$ERXWSHUFHQWRIFDVHVIROORZWKLVSDWWHUQ7KHPDLQSXUSRVHRIWKHVHFLW\
FHQWHUHG DPDOJDPDWLRQV ZDV WR IDFLOLWDWH HFRQRPLF DFWLYLWLHV E\ PDNLQJ WKH
DGPLQLVWUDWLYH ERXQGDULHV FRQVLVWHQW ZLWK VRFLDO DQG HFRQRPLF DFWLYLWLHV $Q
H[DPSOH WKDW GHPRQVWUDWHV WKH UHODWLRQVKLS EHWZHHQ DPDOJDPDWLRQ DQG
HFRQRPLF DFWLYLWLHV LV WUDQVSRUWDWLRQ VHUYLFH $ SULYDWH UDLOURDG FRPSDQ\
QRUPDOO\ RSHUDWLQJ DFURVV VHYHUDO PXQLFLSDOLWLHV FHQWHULQJ RQ FLWLHV KDV WR
DSSO\WRDOOUHODWHGPXQLFLSDOJRYHUQPHQWVIRUSHUPLVVLRQZKHQLWUHEXLOGVWKH
WUDFN ,W LV WUHPHQGRXVO\ WLPHFRQVXPLQJ IRU WKH FRPSDQ\ WR IROORZ WKH
QHFHVVDU\ SURFHGXUHV EHFDXVH WKH UHVSHFWLYH PXQLFLSDOLWLHV RSHUDWH RQ
GLIIHUHQW VWDQGDUGV$PDOJDPDWLRQ SHUPLWV D GHFOLQH LQ WKH KHDY\ WUDQVDFWLRQ
FRVWVWKDWDUHRWKHUZLVHERUQHE\EXVLQHVVHV
$PDOJDPDWLRQDOVRSOD\HGDELJUROHLQFXWWLQJGRZQGLUHFWDGPLQLVWUDWLYH
FRVWVVXFKDVFRPSHQVDWLRQIRUHOHFWHGORFDORIILFLDOV,QORFDODVVHPEOLHVZLWK
SRSXODWLRQXQGHULQKDELWDQWVWKHQXPEHURIVHDWVZDVOLPLWHGWR$QG
DVVHPEOLHV ZLWK D SRSXODWLRQ PRUH WKDQ   WKH QXPEHU RI VHDWV ZDV
OLPLWHG WR  7KLV PHDQW DPDOJDPDWLRQV SUHVHQWHG DQ RSSRUWXQLW\ WR FXW
GRZQRQ WKHQXPEHURI UHSUHVHQWDWLYHVSDLGE\ WKH ORFDOJRYHUQPHQW ,Q WKLV
ZD\ WKH FHQWUDO JRYHUQPHQW E\ HQFRXUDJLQJ DPDOJDPDWLRQV UHGXFHG WKH
VWUXFWXUDOEXUGHQRIORFDOJRYHUQPHQWV
,Q WHUPVRIHIILFLHQF\RI ORFDODGPLQLVWUDWLYHDSSDUDWXVDQG LWV UHVSRQVHWR
ORFDOGHPRFUDF\ÄPXQLFLSDODPDOJDPDWLRQ´LVWKRXJKWWRKDYHKDGDSRVLWLYH
HIIHFWÄ0DVD\RVKL+D\DVKLH[DPLQHGWKHFRUUHODWLRQEHWZHHQSHUFDSLWDORFDO
H[SHQGLWXUH DQG SRSXODWLRQ WR VHH LI DQ RSWLPDO VL]H IRU ORFDOLWLHV FDQ EH
GHWHUPLQHG+LVZRUNLQJK\SRWKHVLVZDVWKDWWKHFRVWFXUYHZRXOGGHFOLQHWRD

0DVDUX0$%8&+,RSFLW
0DVDUX0$%8&+,RSFLW
0DVDUX0$%8&+,RSFLW
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FHUWDLQSRLQWLQVL]HDQGWKHQVWDUWVWRULVHDIWHUKLWWLQJERWWRPDWWKHRSWLPDO
VL]H+HDQDO\]HGWKHEXGJHWVDQGSRSXODWLRQVRIPXQLFLSDOLWLHVLQ
7ZHQW\ WKUHH VSHFLDO ZDUGV RI 7RN\R ZHUH LQFOXGHG +H GLG ILQG DQ
DSSUR[LPDWH 8VKDSHG UHODWLRQVKLS FRQILUPLQJ WKH QRWLRQ RI LQFUHDVLQJ
HIILFLHQF\XSWRDFHUWDLQPXQLFLSDOLW\VL]HDQGGHFOLQLQJHIILFLHQF\EH\RQGWKLV
VL]H+LVGDWDVXJJHVWWKDWWKHPLQLPXPYDOXHRISHUFDSLWDWRWDOH[SHQGLWXUHLV
DQGWKHFRUUHVSRQGLQJRSWLPDOSRSXODWLRQLVSHUVRQV*LYHQ
WKDW WKHEXONRI-DSDQHVHPXQLFLSDOLWLHVDUHVPDOOHUWKDQWKLV³RSWLPDO´VL]H
ZHPD\FRQFOXGHWKDWWKHUHLVPXFKURRPIRUPXQLFLSDODPDOJDPDWLRQ$WWKH
VDPH WLPH ZH PD\ FRQFOXGH WKDW SDVW DPDOJDPDWLRQV KHOSHG WR LQFUHDVH
DGPLQLVWUDWLYHHIILFLHQF\´
&RQFHUQLQJ GHPRFUDWL]DWLRQ RI ORFDO SROLWLFDO VWUXFWXUHV WKH FRPPRQ
SXUSRVH WKDW JDYH FRKHUHQFH WR SHRSOH GULYHQ E\ D YDULHW\ RIPRWLYHV IRU
PXQLFLSDO DPDOJDPDWLRQ ZDV D GHVLUH WR FKDQJH WKH FRPPXQLW\ SRZHU
VWUXFWXUHGUDVWLFDOO\WKURXJKDPDOJDPDWLRQDVVKRZQLQWKHLUVORJDQVVXFK
DVÄ/HW¶VUHOHDVHWKHYLOODJHSHRSOHIURPXQGHPRFUDWLFFRQWUROE\WKHUXOLQJ
FODVV RU SUHWHQGHG GHPRFUDF\´ 0XQLFLSDO DPDOJDPDWLRQV DQG WKH
FRQVHTXHQWXUEDQL]DWLRQEURXJKWLQQHZLPSHWXVWRGHPRFUDF\DVWKHXUEDQ
PLGGOHFODVVHV WRRN GLUHFW LQWHUHVW ORFDO LVVXHV UHODWLQJ WR LPSURYLQJ
HYHU\GD\OLIH*LYHQWKHIDFWWKDWSURJUHVVLYHOHIWZLQJSROLWLFDOSDUWLHVIDUHG
EHWWHU DW WKH ORFDO OHYHO WKH 'HPRFUDWLF 3DUW\ RI -DSDQ DORQJ ZLWK WKH
&RPPXQLVW3DUW\RI-DSDQPDGH LQURDGVLQWREXLOGLQJ ORFDOSRZHUEDVHV
7KLVHYROXWLRQKHOSHG WR ORRVHQQHDUPRQRSROLVWLFFRQWURORISRZHUE\ WKH
/LEHUDO'HPRFUDWLF3DUW\DW WKH1DWLRQDO OHYHODQG WKXVHVWDEOLVKLQJDILQH
EDODQFHEHWZHHQSROLWLFDOIRUFHVLQWKHFRXQWU\
7KLVEDODQFHSRZHUDW WKHQDWLRQDO OHYHO VKRXOGEH LQWHUSUHWHGDV WKH ORFDO
FRPPXQLW\EHLQJVXERUGLQDWHGWRQDWLRQDOLQWHUHVWV6LQFHPRVWDPDOJDPDWLRQV
DIWHU ZHUH GRQH YROXQWDULO\ E\PXQLFLSDOLWLHV0RUH WKDQ  SHUFHQW RI
DPDOJDPDWLRQVZHUHDGYRFDWHGE\PD\RUVPHPEHUVRIPXQLFLSDODVVHPEOLHV
UHVLGHQWV DQG ORFDO HFRQRPLF RUJDQL]DWLRQV $OWKRXJK WKH QDWLRQDO
DGPLQLVWUDWLRQPLJKWKDYHVTXHH]HGRXWDQDGYDQWDJHRUWZR LWZDV WKH ORFDO
FRPPXQLW\ WKDWZDV WKH FRPPDQGLQJ IRUFH LQ WKHZKROH DIIDLU RI PXQLFLSDO
DPDOJDPDWLRQ
7KHSURFHVVRIDPDOJDPDWLRQDQGWHUULWRULDOUHDVVHVVPHQWVZRXOGQRWKDYH
EHHQDFRPSOHWHVXFFHVVLILWZHUHQRWIRUORFDOUHYHQXHDQGWD[DWLRQWKDWZDV
SURJUHVVLYHO\SXWLQSODFH'HPRFUDF\DWFDQQRWEHHIIHFWLYHRUQDPHGDVVXFK
LI WKHUH FRQWUDVWLQJ HFRQRPLF VLWXDWLRQ EHWZHHQ UHJLRQV 3ROLWLFDO GHPRFUDF\
FDQQRWEHHIIHFWLYHRU ORQJ ODVWLQJ LQ WKH DEVHQFHRI µVRFLDO GHPRFUDF\¶ WKDW
FLWL]HQV RI D FRXQWU\ IHHO WKDW WKH\ IDOO XQGHU WKH QDWLRQDO QRUP /RFDO
FRPPXQLW\ ZKHUH WKH EXON RI WKH SXEOLF VHUYLFHV DUH SURYLGHG QHHGV WR EH

0DVDUX0$%8&+,RSFLW
0DVDUX0$%8&+,RSFLW
0DVDUX0$%8&+,RSFLW

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
DFFRPSDQLHG E\ DSSURSULDWHG WD[DWLRQ RU VXEVLG\ V\VWHP 7KH ILUVW UHJXODU
VFKHPH IRU HTXDOL]LQJ ORFDO ILQDQFH ZDV WKH ORFDO GLVWULEXWLRQ WD[ LQ 
ZKLFK ZDV FDUULHG RXW LQ FRQQHFWLRQ ZLWK WD[ UHIRUP RI FHQWUDO DQG ORFDO
JRYHUQPHQWVFRUUHVSRQGLQJWRWKHTXDVLZDUVLWXDWLRQ
$ ELJ FKDQJH LQ WKH EDVLF VWUXFWXUH RI WKH ILVFDO HTXDOL]DWLRQ V\VWHPZDV
EURXJKW DERXW E\ WKH 86 2FFXSDWLRQ DIWHU:RUOG:DU ,, *UHDW VWUHVV ZDV
SODFHG RQ WKH LPSRUWDQFH RI ORFDO DXWRQRP\ LQ D GHPRFUDWLF QDWLRQ DQG WKH
SUHZDU V\VWHP ZDV FRPSOHWHO\ UHVWUXFWXUHG LQ RUGHU WR HQFRXUDJH
GHFHQWUDOL]DWLRQ ,Q DFFRUGDQFH ZLWK WKH 6KRXS 5HFRPPHQGDWLRQ WKH
GLVWULEXWLRQWD[ZDVFRQYHUWHGWRWKHORFDOILQDQFHHTXDOL]DWLRQJUDQWLQ
Ä)RXU\HDUVRIH[SHULHQFHUHYHDOHGWKDWLWKDGQRWZRUNHGDVZHOODVKDGEHHQ
KRSHG7KHDJJUHJDWHVXPRIWKHJUDQWZDVQRWSDLGRXWRIWKHJHQHUDOIXQGVRI
QDWLRQDO JRYHUQPHQW DV FRPSXWHG E\ WKH IRUPXOD EXW ZDV GHWHUPLQHG HYHU\
\HDUWDNLQJLQWRFRQVLGHUDWLRQDPRQJRWKHUWKLQJVWKHGHJUHHRIVWULQJHQF\LQ
QDWLRQDO ILQDQFH 6R HYHU\ \HDU LW JDYH ULVH WR IULFWLRQ EHWZHHQ ORFDO DQG
QDWLRQDO RIILFLDOV LQ WKH GHWHUPLQDWLRQ RI WKH WRWDO DPRXQW ,Q YLHZ RI WKHVH
FRQVLGHUDWLRQVWKHHTXDOL]DWLRQJUDQWZDVDEROLVKHGLQDQGLQLWVSODFH
WKHORFDODOORFDWLRQWD[/$7ZDVLQWURGXFHGLQ´7KLVPHDQWEDFNWR
EDVLFV DQGD UHWXUQ WRKRPHJURZQ VROXWLRQV DQGEDFN WR IXOILOOLQJ WKHEDVLF
QHFHVVLWLHVRIDGHPRFUDF\
7KH V\VWHPRI/$7 LV JRYHUQHG E\ WKH ORFDO DOORFDWLRQ WD[ ODZ 7KLV ODZ
VWLSXODWHVWKDW/$7VKRXOGEHEDVHGRQDXQLIRUPIRUPXODWKHILQDODXWKRULW\WR
DSSURYHWKHGLVWULEXWLRQOLHVZLWKWKH1DWLRQDO$VVHPEO\$FFRUGLQJWRWKHODZ
WKH 0LQLVWU\ RI +RPH $IIDLUV 0R+$ LV UHVSRQVLEOH IRU WKH RSHUDWLRQ
FDOFXODWLQJ WKH DPRXQW RI /$7 RI WKH WUDQVIHU DQG IRU GHWHUPLQLQJ
PRGLILFDWLRQ FRHIILFLHQWV1RW JUDQWLQJ0R+$ WKH ILQDO DXWKRULW\ WR DSSURYH
WKHIRUPXODDQGXQLWFRVWVLVDQ LPSRUWDQWPHFKDQLVPWRGHWHUDQ\DWWHPSW WR
PDQLSXODWHWKHGLVWULEXWLRQRIVXEVLGLHV$FHUWDLQGHJUHHRIIOH[LELOLW\LVDOVR
JLYHQ WR 0R+$ EHFDXVH LW KDV WKH DXWKRULW\ RI GHWHUPLQH PRGLILFDWLRQ
FRHIILFLHQWV ZKLFK PDUJLQDOO\ DIIHFW WKH GLVWULEXWLRQ RI /$7 7KLV OHJDO
IUDPHZRUN HQVXUHV WKDW QR VLQJOH ORFDOLW\ RU VHQLRU RIILFLDO HIIHFWLYHO\
LQIOXHQFHV WKH GLVWULEXWLRQ RI /$7 LQ IDYRU RI D SDUWLFXODU UHJLRQ ZLWKRXW
DIIHFWLQJPDQ\RWKHUUHJLRQV:KDWLQHIIHFWWKH/$7V\VWHPGRHVLVWRSXPS
XSWKHUHYHQXHVRIWKRVHDUHDVWKDWDUHHFRQRPLFDOO\GLVDGYDQWDJHGVRWKDWWKH
µVWDQGDUG¶SURYLVLRQRISXEOLFVHUYLFHVDFURVVWKHFRXQWU\LVPDLQWDLQHG
:KDW WKH -DSDQHVH V\VWHP GRHV LV WKDW LW SD\V DWWHQWLRQ WR GHWDLOV:KLOH
PDQ\ µPRGHUQ GHPRFUDFLHV¶ GHVWUR\ WKH FRPPXQLW\ VWUXFWXUHV DQG OHDYH WKH
LQGLYLGXDOGHIHQVHOHVVWRWKHLOOVRIÄGHPRFUDWLFH[SORLWDWLRQ´-DSDQGRHVWKH
RSSRVLWH ,W UHLQIRUFHV WKH VWUXFWXUHV RI WKH FRPPXQLW\ LQ RUGHU WR LQWURGXFH
HTXDOLW\ LQWR WKHGHPRFUDWLFGLDORJXH$W WKHHQGRI WKHGD\ LQ -DSDQ LQ WKH
QDPH RI GHPRFUDF\ VRYHUHLJQW\ LV JLYHQ EDFN WR WKH FRPPXQLW\ DQG LWV

1REXNL02&+,'$8QLYHUVLW\RI7RN\R:RUOG%DQN,QVWLWXWH6WRFN1R

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
PHPEHUV,QWXUQWUDQVIHUULQJVRYHUHLJQW\EDFNWRWKHLQGLYLGXDODQGVWUXFWXUHV
ELQGLQJ KLV RU KHUV LPPHGLDWH HQYLURQPHQWPHDQV JLYLQJ EDFN UHVSRQVLELOLW\
IRU QXPEHU RI WKLQJ ± UDQJLQJ IURP ODZDQGRUGHUPDLQWHQDQFH WR HFRQRPLF
ZHOIDUH:KLFKLQGXHFRXUVHUHGXFHWKHVWUXFWXUDOEXUGHQVERWKSK\VLFDODQG
ILQDQFLDO RI GHPRFUDF\ 8OWLPDWHO\ PDNLQJ LW D YHU\ DWWUDFWLYH µUHJLPH¶ WR
RSHUDWH IRU WKH EHQHILW RI WKH FRPPXQLW\ DQG FRXQWU\ DV ZKROH $QG ZH
FRQFOXGHE\0U6HQVDIILUPDWLRQWKDWÄ«ZKLOHGHPRFUDF\LVLPSRUWDQWLQGHHG
FUXFLDOIRU GHYHORSPHQW DQG IRU VRFLDO MXVWLFH WKH VXFFHVV RI GHPRFUDF\
GHSHQGVQRWRQO\RQWKHLQVWLWXWLRQDOIRUPVWKDWDUHDGRSWHGLPSRUWDQWDVWKH\
DUHEXWDOVRRQWKHYLJRURISUDFWLFH´-DSDQIXOILOOVDOOWKHFRQGLWLRQVIRULW
WREHFDOOHGDVXFFHVVIXODQGG\QDPLFGHPRFUDF\



 $PDUW\D 6(1 7KH 9DOXH RI 'HPRFUDF\ SXEOLVKHG RQOLQH E\ 7KH :RUOG %DQN
:DVKLQJWRQ 6XPPHU  85/ KWWSZZZZRUOGEDQNRUJGHYRXWUHDFKVXPPHU
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